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Ledttortal Comment 


T HE burden of breaking new ground in comply- 
ing with the regulations for administering the tax 
features of the Social Security Act, particularly those 
involved in the old age pension section, falls as 
usual on the controller. That has been shown clearly 
by the developments since the task was begun by the 
Social Security Board early in November of register- 
ing millions of employers and workers. It will be 
accentuated when the time comes to make the first 
deductions from payrolls. 

Controllers are doing their best to unravel the many 
tangles presented by the hastily prepared regulations 
promulgated by the Treasury Department, to cover 
collection by employers of the tax on both employees 
and employers, for old age benefits, but progress 
must necessarily be slow because the regulations are 
not clear, and are contradictory in some matters. 

Perusal of the questions asked by controllers of 
Mr. Henry P. Seidemann, the man who devised the 
procedure for registering employers and employees, 
when he kindly consented to appear at a meeting of 
controllers in New York City, and of Mr. Seide- 
mann’s replies, as they appear in the pages of this 
magazine, indicates what some of the problems are. 
The problems are there, even though the broad plan 
appears to have been well thought out. 


When it comes to matters over which the Treas- 
ury Department has jurisdiction, there have been 
unearthed in a remarkably short time many impor- 
tant questions the answers to which it seems will be 
available only in the distant future, and it appears 
now that January 1, the date on which employers 
must begin withholding a portion of the pay of em- 
ployees, will arrive long before authoritative an- 
swers to these problems will be obtainable. 

This is the controller’s worry. We sympathize 
with him, and suggest a prompt interchange of in- 
formation, whenever a point is decided by the 
authorities in a specific case, as one way to lighten 
the burden of uncertainty. 

It is significant that a high official of the Social Se- 
curity Board chose the national organization of con- 
trollers as the medium through which to make what 
may be regarded as official interpretations of the 
law and the regulations. 

The controller’s holiday season probably will be a 
little happier if he can manage to forget for a day 
or two that returns with respect to the unemploy- 
ment insurance tax must be made, and also the first 
payments to the government, in January. Life is just 
one return after another! 
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More Than One Million Entries To Be 
Made by Social Security Board 


Vast Undertaking Described by Man Who Set Up Procedure by Which Millions 
of Employers and Employees Have Been Registered—Quarterly Reports by Em- 
ployers Required—Lively Discussion Follows Address by HENRY P. SEIDEMANN. 


5 pens man who set up the machin- 
ery for registration by the Social 
Security Board of twenty-six million 
workers—Mr. HENRY P. SEIDEMANN 
—came from Washington to address 
a meeting of the members and guests 
of the New York City Control of THE 
CONTROLLERS INSTITUTE OF AMERICA 
on November 19, and describe the de- 
tails of the plan and the reasons for 
the various decisions which were made. 
Mr. SEIDEMANN’S paper is published 
here, together with a report of the 
lively discussion which followed, MR. 
SEIDEMANN having offered to answer 
as many questions as he could with re- 
Spect to the details of procedure. 

The subject was “Technique of Fed- 
eral Old-Age Benefits Program.” MR. 
SEIDEMANN’S paper, the questions asked 
by members of his audience, and his 
replies, indicate what is in the minds 
of business executives with respect to 
the many problems of record keeping 
and report making that are involved, 
and throw much light on the vastness 
of the undertaking just entered upon 
by the Government. It is believed this 
material will be exceptionally useful to 
controllers, on whom falls the burden 
of carrying out the employer's part of 
this program, particularly the render- 
ing of reports. 

—THE Epiror. 


It gives me great pleasure to look 
out here and see so many people who 
as controllers are vitally interested in 
the administration of the Social Secu- 
rity Act. 

I am not going to talk about the 
philosophy of social security. I am go- 
ing to try to talk your language, be- 
cause, after all, the job which faces me 
as director of the Bureau of Federal 
Old-Age Benefits is primarily adminis- 


tration with emphasis on accounting 
procedures. 

The subject I shall discuss tonight 
is, “Technique of the Federal Old- 
Age Benefits Program.” I have divided 
the discussion into three general parts: 
(1) An explanation of Federal old- 
age benefits; (2) the program of set- 
ting up initial records and assigning 
Social Security Accounts; and (3) the 
maintenance of wage records and the 
permanent future functions of the field 
offices of the Social Security Board, 
that is, those field offices of the Bureau 
of Federal Old-Age Benefits. 

All kinds of definitions and analyses 
of social progress are given. To me 
there is one word more expressive of 
the reasons for social advancement 
than any other. It is “cooperation.” 

To me cooperation is the very soul 
of social achievement. I think it is 
more definitive of the reasons for the 
progress of society than any other 
single factor. 

Where you find enduring, organ- 
ized groups of people, two reasons in- 
variably exist—common purpose and 
cooperation. Purpose is the motivating 
force; cooperation is the medium for 
successful expression. 

A common purpose created the 
group known as the Controllers Insti- 
tute of America. Cooperation of its 
various parts—its individual members, 
its committees, and its relations with 
other groups—has brought it success- 
ful expression of its purpose. 

A great common purpose brought 
into life and placed on the statute 
books the Social Security Act. How- 
ever, once on the statute books, the 
act entered what might be called its 
second phase—the phase of adminis- 
tration. Here, again, the factor of 
cooperation enters the picture. 


The Federal agency which I repre- 
sent—the Social Security Board—is 
charged with the duty of administering 
that act. Undoubtedly, administration 
of the act affects business. In turn, the 
extent to which administration of the 
act succeeds is affected by the coopera- 
tion of business. 

I say to you here tonight with com- 
plete sincerity that administration of 
the act is being carried out in a spirit 
of complete cooperation with all per- 
sons, concerned, and that programs 
for administering the act are designed 
to make the necessary cooperation easy 
to give. 

Therefore, it is with pride that I 
am permitted on this occasion to fuse, 
so to speak, two groups representing 
cooperation—the Controllers Institute 
of America on one hand and the So- 
cial Security Board on the other. To- 
gether we can add to the welfare of 
that large group of employees to whose 
welfare commerce and industry al- 
ready have contributed in such large 
measure. 

I refer, of course, to the Federal 
Old-Age Benefits provisions of the 
Social Security Act—that part of the 
act designed to bring to commercial 
and industrial workers, as a matter of 
right, increased economic security in 
their declining years. 


FEDERAL OLD-AGE BENEFITS 

Federal old-age benefits are of three 
types: monthly benefits, lump-sum pay- 
ments, and payments in the event of 
death. 

The wages or salaries of all em- 
ployed workers under 65 years of age 
on December 31, 1936, in the United 
States, the District of Columbia, Alaska, 
and Hawaii are to be used in the com- 
putation of these benefits, except wages 
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from the seven excepted categories. 

The Railroad Retirement Act of 
1935 excludes from the provisions for 
old-age benefits wages of employees of 
railway, express, and _ sleeping-car 
companies subject to the Interstate 
Commerce Act, as well as wages of 
the employees of certain subsidiaries 
engaged in a service connected with 
rail transportation. 

The term ‘‘wages’” means all re- 
muneration for employment, including 
the cash value of remuneration in any 
medium other than cash. The term 
does not include remuneration in excess 
of $3,000 from any one employer dur- 
ing any calendar year. 

Every worker who has engaged in 
included employment atter 1936 will 
be entitled to monthly old-age retire- 
ment benefits from the Federal Gov- 
ernment after January 1, 1942, if he 
meets three qualifications: 

First, he must be at least 65 years 
of age. 

Second, his wages for employment 
after December 31, 1936, and before 
he reaches the age of 65, must total 
at least $2,000. 

Third, his wages must be for em- 
ployment in at least five different cal- 
endar years after December 31, 1936, 
and before the age of 65. 

A monthly benefit will be deducted 
for each month after the age of 65 in 
which the individual is regularly em- 
ployed in covered employments. 


COMPUTING AMOUNT OF MONTHLY 
BENEFIT 

The amount of monthly benefit to 
which an eligible individual is en- 
titled will be computed as follows: 14 
of 1 per cent. of the first $3,000 of 
total wages from employment between 
December 31, 1936, and the date of 
the individual's 65th birthday, plus 
1/1. of 1 per cent. of the next $42,000 
of his total wages, plus 1/., of 1 per 
cent. of any amount by which his total 
wages exceed $45,000. 

The maximum monthly benefit is set 
at $85. 

As an example, we may take a 
worker who will be 30 years old in 
1937 and whose wages from employ- 
ment included under the old-age 


benefit provisions will be $2,000 each 
year after 1936 and until he is 65 
years old. When he is 65 the total 
of such wages would amount to $70,- 
000, and this amount would be the 
basis for computing his monthly old- 
age retirement benefits. He will be 
entitled to a monthly retirement bene- 
fit of $60.42. 

Wages will be counted toward old- 
age benefits regardless of the number 
of different establishments or states in 
which the worker has been employed. 
Periods of work in included employ- 
ments may likewise be interspersed 
with periods of employment not cov- 
ered under the Federal old-age benefit 
provisions. Thus, a worker who has 
had only brief connection with an in- 
cluded employment may qualify for 
monthly benefits even though the 
major part of his working life is spent 
in an excluded occupation. 


WHEN FARM LABORER GOES 
To FACTORY 


For an illustration of a worker who 
has had only a short period in an in- 
cluded employment, we may take a 
farm laborer who works in a factory 
during the winter months. His wages 
from agriculture are not included in 
the computation of his total wages, 
but wages from his factory employ- 
ment after December 31, 1936, will 
be counted in the computation of old- 
age benefits. If all wages from this 
winter employment which has ex- 
tended over at least five different cal- 
endar years total $3,000, his monthly 
benefit will be $15 when he is 65 and 
when he is no longer regularly em- 
ployed in industry or commerce. Thus, 
wages need not be continuous, nor dis- 
tributed over long periods. 

Although all persons who are wage 
earners in included employment will 
be eligible for Federal old-age benefits, 
the provisions are primarily designed 
to assure a measure of economic se- 
curity for the gainful workers who do 
not earn enough to provide for their 
old age through savings, private insur- 
ance, or other investments. 

An important advantage is given 
the lower-paid worker under the old- 
age benefit provisions through the 
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method of computing monthly old-age 
retirement benefits. The rate applied 
to the first $3,000 of total wages is 
six times higher than that applied to 
the next $42,000, and twelve times 
higher than that applied to any 
amounts in excess of $45,000. 

For example, if a worker's total 
wages aggregate $120,000, his monthly 
benefit will be computed as 14 of 1 
per cent. of $3,000 (or $15), plus 
1/15 of 1 per cent. of $42,000 (or 
$35), plus 1/24 of 1 per cent. of $75,- 
000 (or $31.25), making a total of 
$81.25. 

I should like to give two other il- 
lustrations. For instance, on wage 
credits totalling $45,000, for the first 
$3,000 he would receive the $15, and 
for the next $42,000 he would receive 
$35. Since this would exhaust his 
total wage credits of $45,000, he 
would get nothing under the 1/24th 
of 1 per cent., because his wage credits 
would not have reached that particular 
bracket. However, let us take the case 
of a man whose wage credits total 
$80,000. On the first $3,000 it would 
be the usual $15, on the next $42,000 
it would be the usual $35, but he 
would get $14.58 for the amount 
greater than $45,000, making a benefit 
of $64.58 per month. 

The minimum monthly benefit pay- 
able will be $10, or 14 of 1 per cent. 
of $2,000, which is the minimum 
amount of total wages which will en- 
title the wage earner to monthly bene- 
fits. 

Retirement benefits which permit 
elderly workers to retire from gainful 
employment will tend to give younger 
workers three advantages: 

First, employment opportunities will 
increase with the withdrawal of older 
workers from the labor market. 

Second, promotions will be hastened 
by the retirement of the older work- 
ers. 

Third, the financial burden of sup- 
porting elderly relatives will be con- 
siderably lightened. 


OTHER BENEFITS 
With respect to the second type of 
benefit—lump-sum payments—any in- 
dividual who after 1936 has worked 
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in an included employment will re- 
ceive a lump-sum payment equal to 
314 per cent. of his total wages if he 
fails to qualify for Federal monthly 
old-age retirement benefits when he 
becomes 65 years of age: 

First, because his total wages are 
less than $2,000, or, 

Second, because his employment 
has not fallen in at least five different 
calendar years between December 31, 
1936, and his 65th birthday. 

This payment exhausts his old-age 
benefit rights. 

The plan then provides for a third 
type of benefit—death payments. If 
a worker has been employed in an in- 
cluded employment but dies before he 
is 65 years old, his estate will be paid 
314 per cent. of his total wages for 
such employment after December 31, 
1936. If he dies after he has become 
eligible for Federal monthly retire- 
ment benefits, his estate will be paid 
any difference which may remain after 
the total of the monthly benefits which 
he has received is subtracted from 
34 per cent. of his total wages. 

Thus, assuming that a worker's 
total wages were $12,000, the payment 
upon his death before receiving 
monthly benefits would be $420. If 
he had received benefits of $22.50 a 
month for one year prior to his death, 
$270 would be subtracted from $420, 
leaving $150 as the amount to be paid 
to his estate. 


THE OLp-AGE RESERVE ACCOUNT 


The Federal old-age benefits pro- 
visions create an old-age reserve ac- 
count in the Treasury of the United 
States. The Secretary of the Treasury 
has the responsibility of estimating the 
amount of annual appropriation te- 
quired for the account, of investing 
and liquidating the funds, and of re- 
porting annually on the actuarial status 
of the account. 

Congress is authorized to appropri- 
ate for each fiscal year, beginning with 
the fiscal year ending June 30, 1937, 
an amount sufficient as an annual pre- 
mium to provide for the payments re- 
quired for Federal old-age benefits. 

And I might add here the appropria- 
tion made for the fiscal year ending 
June 30, 1937, was $265,000,000. 
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The Secretary of the Treasury sub- 
mits annually to the Bureau of the 
Budget an estimate of the appropria- 
tions to be made to the old-age reserve 
account. These estimates are to be 
determined on a reserve basis in ac- 
cordance with actuarial principles. The 
Secretary of the Treasury bases his es- 
timates on tables of mortality which 
he adopts from time to time, and in- 
terest at a rate of 3 per cent. per an- 
num compounded annually. 

The funds appropriated by Congress 
in excess of the amount needed for 
current withdrawals are invested by 
the Secretary of the Treasury solely in 
interest bearing obligations of the 
United States or in obligations guaran- 
teed as to both principal and interest 
by the United States. These obliga- 
tions may be acquired on original is- 
sues at par, or by purchases of out- 
standing obligations at the market 
price. Issuance of special obligations 
exclusively for the old-age reserve ac- 
count is authorized. 

Special obligations issued to the ac- 
count must bear interest at the rate of 
3 per cent. per annum, and obligations 
other than such special obligations may 
be acquired for the account only on 
such terms as to provide an investment 
yield of not less than 3 per cent. per 
annum. 


PROGRAM OF SETTING UP INITIAL 
WaGE RECORDS AND ASSIGNING SO- 
CIAL SECURITY ACCOUNTS 

This brings us to the heart of the 
immediate program in which business 
is interested. Since benefits, under the 
law, are based on the wage record of 
the individual, it is incumbent on the 
Social Security Board to maintain a 
record of the wages of each employee 
who is covered by the plan. 

When the Federal old-age benefits 
plan goes into effect on next January 
1, it is estimated that 26,000,000 work- 
ers of some 314 million employers will 
be covered by the plan. 

We expect to have at the beginning 
26 million ledger accounts to which 
quarterly postings will be made, and 
we expect to have a total of one hun- 
dred million postings for the first year, 
1937. I emphasize this to help you 
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visualize the problem which faces our 
Records Division. 

It is anticipated that subsequent 
years will reflect a normal increase in 
the number of individuals covered by 
the plan, and that the number of in- 
dividuals for whom records will ul- 
timately be maintained will reach 35 
or 40 million. 

If certain occupations, which are 
now excluded under the present law, 
are included, of course, our problem 
will be even greater. 

The Social Security Board has 
reached an agreement whereby the 
setting up of the initial wage records 
and the assignment of Social Security 
accounts will be conducted by the Post 
Office Department, in cooperation with 
the Social Security Board. 

This arrangement was made after 
careful study of various means for car- 
rying out the project. 

I might add here that we have been 
studying that problem for approxi- 
mately one year; as a matter of fact, 
I was invited to go with the Board to 
help them organize and attempt to 
solve their problem, and a group of 
us have been working on this problem 
since November 1, 1935. The plans, 
of which you received your first notice 
just recently, have been given mature 
consideration by those of us who are 
with the Social Security Board and 
also by cooperating groups. 

I was delighted the other day when 
a large organization wrote us and told 
us they thought these forms were about 
as simple as any that had ever been 
prepared, and that they were greatly 
surprised to think that we could per- 
form our task in such a simple manner. 

First, the Social Security Board con- 
sidered the feasibility of doing the 
job itself. This was discarded for a 
number of reasons. 

This then led us to investigate the 
desirability of having another Federal 
agency carry out the program in co- 
operation with the Board. There were 
three agencies which appeared to have 
the facilities necessary to do the job— 
the Bureau of the Census, the United 
States Employment Service, and the 
Post Office Department. 

Investigation disclosed that the 
Census Bureau was not geared to meet 
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our problem. While its methods dis- 
charge to a high degree of efficiency 
its own functions, these methods would 
not serve us to the same degree for our 
purpose. 

Investigation of the facilities of the 
United States Employment Service like- 
wise disclosed that it was not quite 
geared to the task. Two disadvantages 
immediately presented themselves: 
First, the service was not in complete 
control of all of its offices. Some are 
operated in cooperation with the states. 
Second, the service was busily engaged 
on several special assignments of its 
own. 

So we turned to the Post Office De- 
partment. There we found ample fa- 
cilities geared to the exact point of 
our program. Frankly, we are en- 
thusiastic over having obtained the 
splendid facilities of this agency to 
perform the task. 

And I think that business, too, is 
delighted that we were successful in 
obtaining their consent to conduct this 
work for us. I have had much experi- 
ence with Government in the past 
twenty-five years, and I think I know 
the relative efficiency of some of the 
departments in Washington. In fact, 
that has been my job. I venture to say 
here tonight that the Post Office De- 
partment is one of the most efficiently 
operated departments in our Govern- 
ment. The headquarters staff, as you 
know, is made up of career men. They 
are men who know every detail of 
operation. It may surprise you, but an 
answer usually can be obtained in one 
day from the Post Office Department 
on any proposal you might present. 

When we first outlined our problem 
to them and asked if they would co- 
operate, they said: ‘Sure! That is just 
another job. We are equipped, and we 
can do it.”” We could not scare them 
about any problem we had. It was “just 
another job.” 


THE Post OFFICE DEPARTMENT'S 
PART OF THE PROGRAM 

The Post Office Department has 
vested in its 550 postal inspectors vital 
responsibility for this program. 
Through this inspection service the 
Post Office Department will supervise 
the project. 


There is approximately one postal 
employee for every 600 persons in the 
United States, and each one of these 
postal employees is trained and expe- 
rienced. The facilities of approxi- 
mately 45,000 post offices throughout 
the country are being used in the pro- 
gram. This will give you some idea of 
the adequacy of the means being uti- 
lized in this undertaking. 

The first step by the Department was 
the instruction of every postal em- 
ployee who will be engaged in the 
project. This instruction started on 
November 4 by a novel method. Two 
“ace’’ inspectors left Washington on 
that date for a given point in the 
United States. There they instructed 
a group of other inspectors. These 
newly instructed inspectors, in turn, 
quickly moved out to other points in 
the country and instructed other in- 
spectors. This process was carried 
through until today every postal em- 
ployee concerned in the plan is 
equipped to do his particular part of 
the job. 

From this point on the Post Office 
Department’s function in the program 
falls into three parts. The first part 
of the program began on November 
16, when approximately 45,000 post 
offices throughout the country distrib- 
uted to employers a form known as 
the “Employer’s Application for Iden- 
tification Number,” bearing instruc- 
tions. 
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“The Employer’s Application for 
Identification Number’’ asks of the em- 
ployer only seven simple questions, the 
answer to one of which will enable 
the Post Office Department to know 
how many employees’ application 
forms to deliver to each employer. 
When the local post office has obtained 
this information from the employer 
form, the form will be forwarded to 
the Baltimore office of the Social Se- 
curity Board, where certain determina- 
tions will be made and an index of 
employers will be set up. 


SECOND PHASE OF PROGRAM 


The second phase of the program 
begins on November 24, when the 
same post offices throughout the coun- 
try will distribute to employees, 
through their employers, forms known 
as ‘‘Application for Social Security Ac- 
count Number.” These employees’ 
application forms will be distributed to 
all work places, and will also be avail- 
able, after such distribution, at all 
post offices. Local postmasters will an- 
nounce when these forms are avail- 
able. 

Many of you, I believe, have had 
those forms made available to you. 

When each employer is furnished a 
sufficient number of application forms 
for his employees, he also will be fur- 
nished printed instructions, which re- 
quest the distribution of an applica- 
tion form to each employee engaged in 
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a qualifying employment. An equal 
number of folders, which explain the 
Federal old-age benefits plan and taxes 
levied under Title VIII of the Social 
Security Act, also will be furnished 
employers at the same time, with the 
request that a copy be given each em- 
ployee with his application form. 

That pamphlet is known as Informa- 
tional Service Circular No. 9. It ex- 
plains the Federal old-age benefit pro- 
visions under Title II of the Act and 
the taxes levied under Title VIII of 
the Act. 

The employee’s application is a 
simple form asking a few questions 
such as name and address of the 
worker, name and address of his em- 
ployer, the date and place of birth, the 
father’s and mother’s name. Complete 
instructions for answering the ques- 
tions are printed on the application 
form. When the worker has provided 
this information on the application, he 
may return it, without paying any 
postage, in any of five ways: 


(1) By handing it back to the em- 
ployer. 

(2) By handing it to any labor or- 
ganization of which he is a member. 

(3) By handing it to a letter carrier. 

(4) By delivering it personally to 
any local post office. 

(5) By mailing it—without postage 
—in a sealed envelope addressed 
simply, “Postmaster, Local.” 


On the return of this information to 
the post office, the third and final part 
of the program will be carried out. 

All completed applications received 
by local post offices will be forwarded 
to what the Post Office Department 
has designated as 1072 “‘typing cen- 
ters,’ which are the first-class offices 
of the Post Office Department located 
throughout the country. Each local 
post office is instructed as to which 
typing center its completed applica- 
tions are to be sent. 


CouRSE TAKEN BY APPLICATIONS 

Each of the 1072 typing centers will 
perform the following functions: 

(1) From each employee's applica- 
tion, make the initial Social Security 
Board office record and fill in a card 
which will certify that a Social Secu- 
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rity account has been set up in the em- 
ployee’s name. The identifying num- 
ber of the account will appear on both 
the office record and the card. One 
duplicate will be made at the same 
time of the office record and the card. 

(2) Transcribe the identifying num- 
ber of the account from the office rec- 
ord to the employee’s application. 

(3) Return to the local post office 
the original of the identifying card, 
where it will be returned to the worker 
through the same channel as the one 
he used in sending it to the local post 
office. If the employee sent his appli- 
cation to the post office by handing it 
to his employer, the card will be sent 
to him through his employer. Upon 
receiving the card which identifies his 
account, the employee is to report the 
number on his card to his employer. 
If the card is returned to the employee 
through his employer, the employer is 
to make a record of the number ap- 
pearing on the card before returning 
the card to the employee. 

(4) Forward to the Baltimore office 
of the Social Security Board the initial 
office record and the employee's appli- 
cation. 

(5) Set up the duplicates of the 
initial office record in alphabetical 
order and set up the duplicates of the 
identifying cards in numerical order to 
take care of requests for duplicates of 
the identification cards. These dupli- 
cates will be sent later either to the 
field offices of the Social Security 
Board, or to the various state unem- 
ployment compensation commissions 
of those States having unemployment 
compensation laws. 

At the moment there is no assurance 
that these cards will be sent to the 
State unemployment compensation 
commissions. A question has been 
raised in our own legal department 
concerning our authority to do that, 
and until that question is settled it will 
be impossible for us to follow out the 
plan we have in mind. We should like 
to carry out the plan because through 
this means the same number will be 
used for an employee’s Social Security 
Account and State unemployment com- 
pensation record. As a matter of fact, 
I think the same number will be used 
anyway, regardless of whether State 
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unemployment compensation commis- 
sions get a duplicate of our record. Of 
course, it will be helpful to them if 
they have the duplicate of our record. 

The purpose of the employee appli- 
cation is largely for identification use 
when the employee reaches age sixty- 
five. We must be sure that the benefits 
are paid to the correct individual. The 
questions which we now ask on the 
application form will necessarily guide 
us largely in the questions which will 
be incorporated in the claims form. 

Perhaps some of you would be in- 
terested in visiting probably the largest 
pool of typists of the 1,072 typing 
pools which will be in operation dur- 
ing this period of assignment of ac- 
count numbers to employees. It is here 
in New York City at the central office 
of the post office. I am sure Postmaster 
Goldman will be glad to show you the 
pool. I believe it is his plan to have 
three shifts, and that there will be a 
minimum of one thousand typists on 
each shift to complete the job before 
the heavy Christmas mail. 

Though you have heard of this def- 
inite program only since November 4, 
you no doubt realize by this time that 
there has been considerable planning 
in the whole operation. 

Employees individually and in large 
and small groups may wish to apply 
for their Social Security accounts out- 
side of their regular employment places 
and hours. Just how this program will 
be carried out in detail in any one com- 
munity is within the province of the 
local postmaster. Local postmasters 
are now perfecting details of the pro- 
gram for their respective communities, 
and as these details are completed, they 
will make the plans known. 

I think it has been pretty well dis- 
seminated as far as New York is con- 
cerned. I only hope it has been as well 
done in other places, and I feel sure 
it has because of the wonderful or- 
ganization of the Post Office Depart- 
ment. 

The information requested on the 
employer and employee forms is re- 
quired under Treasury Decision 4704, 
made public on November 7. This 
decision requires that the employer 
form must be returned to the local post 
office not later than November 21, and 
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that the employee form must be re- 
turned to the local post office not later 
than December 5. 

Through this arrangement with the 
Post Office Department the maximum 
coordination and use of existing facil- 
ities is being achieved, and the work 
of establishing accounts for millions of 
workers will be conducted in the most 
efficient and economical manner. 


TRYING To AvoiD BUILDING HUGE 
MACHINE 


The Social Security Board felt that 
in the interest of the public it was de- 
sirable to work out a program of co- 
ordination with other governmental 
agencies in setting up the administra- 
tion of the Federal old-age benefits 
plan. The purpose of the agreement 
with the Post Office Department is to 
prevent unnecessary increases in per- 
sonnel and to get the advantage of the 
trained civil service personnel of a 
long-established efficient governmental 
service. The Board has sought to 
avoid the building of a huge machine 
for the purpose of setting up and as- 
signing social security accounts, and the 
agreement with the Post Office achieves 
this end. 


THE SOCIAL SECURITY BOARD’s PART 
OF THE PROGRAM 

While this is the Post Office Depart- 
ment’s share of the program, the So- 
cial Security Board also is involved in 
this immediate project. 

Recently the Board set up a field of- 
fice in each of the 55 cities having a 
central accounting office of the Post 
Office Department. The immediate 
purpose of this is to furnish the Post 
Office Department the maximum serv- 
ice and cooperation in the depart- 
ment’s program. 

These field offices will not carry on 
any of the actual work of the setting 
up of initial wage records and the as- 
signment of social security accounts. 
The field offices will be of service to 
the Post Office Department as may be 
necessary in this operation, but only 
upon request, and under the direction, 
of the ranking postal officials in the 
various areas. 

One of the duties of the field office 


will be to provide employees, employ- 
ers, and all other interested persons 
with accurate information regarding 
Federal old-age benefits and _ their 
rights and obligations under the plan. 

As the Baltimore office of the Social 
Security Board receives the initial of- 
fice records and the applications of 
employees, from the 1072 typing cen- 
ters of the Post Office Department, the 
following functions will be per- 
formed: 


(1) The applications of employees 
will be filed in numerical order. These 
will be carefully preserved, and mini- 
mum use made of them, because they 
are the basic records. 

(2) A punch card will be prepared 
from the office record. This punch 
card will contain the account number, 
name, date of birth of the individual, 
and other significant data. 

(3) A second set of punch cards 
will be reproduced mechanically to be 
used later for actuarial and statistical 
purposes. It will be necessary to know 
the number of persons of various ages 
who are initially subject to the Federal 
old-age benefits plan, and these cards 
will serve this purpose. 

(4) From the punch cards, an in- 
dex of eligible employees will be pre- 
pared. The index will be used to de- 
termine the account number of an 
individual when the name and date of 
birth are given. 

(5) A ledger account for each 
eligible employee will be opened by 
means of the punch cards. 

(6) The office records will be filed, 
as will also these cards. 


The Board then is ready to record 
periodically on the ledger accounts the 
wage record of each employee. 


MAINTENANCE OF WAGE RECORDS 


These wage records of employees 
will be maintained from periodic wage 
reports required of employers under 
Treasury Regulations 91, relating to 
the employees’ tax and the employers’ 
tax under Title VIII of the Social Se- 
curity Act. 

These regulations were released by 
the Bureau of Internal Revenue on 
November 11, and as soon as copies 
have been printed they will be made 
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available at the offices of collectors of 
internal revenue. 

Under the regulations, information 
returns, or wage reports, will be re- 
quired of every employer, reporting 
the taxable wages which are paid to 
each of his employees. The first in- 
formation return will cover the six- 
month period from January 1, 1937, 
to June 30, 1937, and will be due July 
31, 1937. Thereafter, information re- 
turns will be filed on a quarterly basis. 

In addition, the regulations require 
the employer to make an information 
return for each of his employees who 
attains the age of 65 or dies before 
attaining the age of 65. These returns 
must be filed within fifteen days after 
the employee’s 65th birthday or the 
date of death. 

The necessary forms upon which to 
make returns will be made available at 
a later date at offices of collectors of 
internal revenue. 

When you see these forms, I think 
you will also appreciate their simplicity. 
They are now being printed. 

Employees are not required to make 
returns under Title VIII of the Social 
Security Act. 

Now I should like to refer to some 
of the permanent functions of the 
Social Security Board, of these first 
fifty-six field offices which we have 
established, and of the other offices 
throughout the country which we prob- 
ably will have in operation by March 
ED. 

We expect to have a total of six 
hundred field offices. In other words, 
we are like a large insurance company ; 
we must service those who have ac- 
counts with us. 

One of the first problems we con- 
sidered in connection with this whole 
program was the matter of agencies to 
be established throughout the United 
States, including its territories and the 
District of Columbia, because we real- 
ized that to be successful we must be 
near those to whom we should render 
service, that is, the employer and the 
employee. 

Of the six hundred offices of which 
I speak, sixty-four will parallel the 
collection districts of the Bureau of 
Internal Revenue. We expect to con- 
centrate within fifty, possibly fifty- 
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three, of that particular sixty-four, all 
of the work in those areas relating to 
audit review, investigation, and record- 
keeping other than the ledger account. 
One of the reasons we are asking em- 
ployers to fill in a separate form, SS-4, 
for each branch or establishment of 
their companies, is to aid us in reaching 
decisions, among other things, which 
relate largely to proper administration. 


TRYING To LIGHTEN BURDEN 


I have been told that groups and in- 
dividuals are under the impression that 
SS-4 is just a lot more of so-called 
Government red tape. I can assure you 
that this is not the case. We have had 
the viewpoint of business men always 
before us. Every decision we make is 
predicated on the principle that we 
must make it possible for a business 
man to perform his function without 
unnecessary burden or cost. That ap- 
plies also to our own operations. Just 
because we have money appropriated 
by Congress is no reason for us to set 
up unnecessary, involved, expensive 
machinery to administer this plan. We 
make every effort to administer it in 
a simple, direct, and inexpensive man- 
ner. We shall never be successful in 
this operation unless we do it in a 
businesslike manner, and I want to 
assure you that SS-4 is not a lot of red 
tape but is an essential part of the set- 
ting up of this great machinery which 
in the end will prove economical to 
you, as well as to us, in the operation 
of Title II of the Social Security Act. 

One reason we want SS-4 is to make 
sure that every business is covered. 
While we have asked you to prepare a 
card for each of your different 
branches, or your stores, or your gas 
stations, we have no intention of as- 
signing separate identification numbers 
to each one. We need SS-4 from each 
one to determine the load we must 
carry in the sixty-four offices that 
parallel collection districts and in the 
fifty-three accounting offices which we 
propose to set up. We need to know 
the load so that we can determine in 
which of the sixty-four offices we must 
make machine installations in order to 
take care of the work we want to dis- 
tribute in the field. Obviously, this 
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volume of work can not, and should 
not, be centralized in Washington. 

The six hundred offices are divided 
into areas, for which centers are 
needed. We have the same problem 
as any insurance company, only we 
have many more persons covered by 
the plan. I do not know the number 
of policyholders with such companies 
as the Metropolitan and Equitable. I 
do not believe it is twenty-six million. 
I hope it will be some day in all of 
them, but I hardly think that is the 
load today. 

I trust you have some conception, 
and I am sure many of you have, of 
the problems involved in a function 
which deals with millions. I never 
knew what one million documents, one 
million cards, meant until 1933. But 
beginning then, when I was asked to 
help in setting up the Agricultural 
Adjustment Administration, it did not 
take me long to realize what one mil- 
lion pieces of paper or contracts repre- 
sented in space, or what one million 
cards represented in volume in putting 
them through a factory operation. We 
were successful in that, but it took a 
lot of time and effort. 

I can visualize a million. I can visual- 
ize five million, because we had con- 
tracts for some commodities up to that 
number. But even with that experience, 
I can visualize twenty-five million only 
theoretically by knowing it is five times 
five million. When you remember that 
we have to make twenty-five or twenty- 
six million postings a quarter, or one 
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hundred to one hundred and twenty 
million postings a year, you gentlemen 
who are controllers and accounting of- 
ficers can realize the extent of our re- 
sponsibility for the execution of this 
plan. 

I need your help, and I want your 
cooperation, and, as I look out here, I 
feel sure I am going to get it. 


COOPERATION Is THE OBJECTIVE 

In working out this program for the 
setting up of the initial wage records, 
the assignment of social security ac- 
counts to the estimated 26 million 
workers, and the maintenance of em- 
ployees’ ledger accounts, there has 
been a dominent motive in all the 
thinking of the Social Security Board 
officials—the utmost convenience for 
employers and employees. To help ac- 
complish this the Board employed 
executive personnel from employer 
groups to have the benefit of the view- 
point of employers in formulating a 
program which would not prove 
burdensome to management. 

We feel we have succeeded to a 
high degree in designing methods 
which will prove to entail the least pos- 
sible inconvenience to employers and 
employees. 

With so much evidence of its coop- 
eration on every hand, I am confident 
that the CONTROLLERS INSTITUTE OF 
AMERICA will class this program as a 
cooperative enterprise to achieve the 
great common purpose of improving 
human welfare. 





indemnify the employer ? 


employee take to recover sums paid ? 


with respect to filing reports ? 


dividual wage payments ? 





SOME QUESTIONS TO BE ANSWERED 


Is the consent of the employee necessary before deducting a portion of his pay, to 
In case the Act is declared unconstitutional, what steps shall the employer and the 


Must a receipt be given to the employee each time a deduction is made from his 
wages, together with a statement of wages due, the deduction, and the amount paid? 
What is a correct definition of the term ‘“‘establishment’’ as used in the regulations 


Is the employer charged with knowledge of when an employee, or former em- 
ployee, reaches sixty-five years of age, or dies? 

When a charitable, or non-profit, institution owns a business, such as an apartment | 
house, do its employees become subject to the tax? 

If an employee receives more than $3,000 in salary from an employer, must the 
total wages or salary be reported, or only the first $3,000? 

If, in the case of odd amounts of wages, the deductions from individuals total a 
| higher amount than one per cent. of the total payroll, may the employer pay the 
smaller amount, or must his total payment equal the sum of the deductions from in- 


Can the employer accept and rely on the employees’ word as to when he reaches 
sixty-five years of age, or will he receive official notification from the Bureau ? 
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President H. F. Elberfeld: Thank 
you, Mr. Seidemann. Your address 
has been very informative indeed and 
I am sure that we all do have a great 
appreciation of the tremendous task 
you have had; indications are, how- 
ever, that it has been well planned. 
I am sure it will work out all right. 

I want to assure you that it is the 
earnest wish and desire of the mem- 
bers of The Controllers Institute of 
America to cooperate with you to 
the fullest extent. 

Mr. Seidemann has kindly con- 
sented to answer questions, and I 
think it is possible that one or two 
may have some questions. Let us 
have them. 

Mr. Seidemann: I shall answer all I 
can. No doubt you will ask many 
questions on which rulings will have 
to be made, but I shall do the best 
I can. 

DISCUSSION 

Question: A company with a num- 
ber of branches around the country, 
say fifty, files fifty forms. The ques- 
tion is as to the reports which are 
filed. Will they be filed in units or 
will they be filed as a multiple re- 
port, let us say, from the head office? 

Mr. Seidemann: I have already stated 
why we need to get fifty SS-4’s. How- 
ever, for administrative reasons there 
will be only one identification num- 
ber assigned to each tax entity. I 
think all of you understand that. 

The reports, and I mean the infor- 
mation returns asked for by the Bu- 
reau of Internal Revenue, will be 
filed, we hope, by your different 
units. If you have branch stores at 
different locations, it follows that 
you are going to keep your accounts 
in order to determine the profit and 
loss of each branch. 

You are speaking of a company 
whose payroll work is probably done 
in one place. 

Question: No, sir. In our particu- 
lar case the payroll work is done at 
the plant, but, as I understand it, on 
these reports it is necessary that they 
be signed by an officer of the com- 
pany, which means that the plant 
must forward those reports to the 
head office where. the assignments 
are given, because we do not main- 
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tain at each plant an officer, or any- 
thing approaching that division. 

Mr. Seidemann: Well, I am going to 
answer your question generally be- 
cause I do not know whether the 
Bureau of Internal Revenue would 
authorize you to designate someone 
there who could perform that func- 
tion of certification. I would like to 
answer generally because I think it 
will answer many questions which 
are in your minds in regard to this 
reporting. 

The reporting will necessarily be 
rendered by the tax entity. In or- 
der that we may be centralized in the 
administration, we necessarily must 
determine the load. The reports, 
then, being forwarded by one com- 
pany, would be prepared by your dif- 
ferent plants. When you have ob- 
tained all of your reports from your 
plants, you will send them in, and 
they necessarily would be kept sep- 
arate. Your summary report would 
recapitulate the aggregate of all. 

These reports will be filed with the 
collector of internal revenue for the 
district in which is located the prin- 
cipal place of business of the em- 
ployer. 

The reports, after being checked 
by the Bureau of Internal Revenue— 
I am speaking of the information re- 
turns by an individual plant for each 
individual employee, which form is 
designated in article 402 of Treasury 
regulations 91 as Form SS-2a—will 
be immediately turned over to the 
Social Security Board field office lo- 
cated in the same city as the collector 
of internal revenue. It will be the 
function of that Social Security Board 
office to segregate the reports and 
send them to the proper offices. Each 
office will take care only of those 
reports for which it is directly re- 
sponsible on an area basis. Our 
field offices will be geographically 
located, necessarily. 

The form of report, which will be 
issued by the Bureau of Internal 
Revenue well in advance of the due 
date, will be simple. Although you 
are to report the wages in kind as 
well as the wages in cash, the form 
requires the insertion of but one 
amount for the period of the return. 


For example, for the six-month pe- 
riod John Jones earns $600, and we 
assume, therefore, that he is getting 
$100 a month, so far as we are con- 
cerned. Subsequent reports will be 
for a three-month period, and that 
same individual would then be re- 
ported as having earnings of $300, 
without any subdivision as _ to 
whether it is cash or in kind. 

Question: In connection with the 
question put by the gentleman over 
there, I think you have not answered 
it clearly enough to satisfy my own 
mind on it. We have a company 
where we have a central paying of- 
fice, and we have branches. Do you 
mean by what you have said, that for 
the branches we have reported as es- 
tablishments, on SS-4, we have to 
submit a separate report for each one 
of the branches? 

Mr. Seidemann: You will submit one 
report, but in your payroll work you 
necessarily have a segregation by 
branches. 

Question: No. 

Mr. Seidemann: Well, what kind of 
business is it? 

Question: Manufacturing. 

Mr. Seidemann: Manufacturing. The 
payroll is made in the central office? 

Question: That is right. 

Mr. Seidemann: You are manufac- 
turing how many products? 

Question: Oh, quite a number. 

Mr. Seidemann: Different products 
in different factories, more than one 
in each? 

Question: Yes. 

Mr. Seidemann: | might answer that 
question by asking you a question. 
You have cost-keeping in that partic- 
ular plant, do you not? 

Question: That is right. 

Mr. Seidemann: All right. Your time 
tickets or your payroll are segre- 
gated? 

Question: That is right. 

Mr. Seidemann: According to the 
plant. That is all we are asking you 
to do—to make out your report to us 
in the same order. 

Question: Yes, but the trouble we 
have is workers going back and forth 
from one plant to another. A man 
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may earn $5 in this plant and $10 in 
another, during the week. 

Mr. Seidemann: Well, at the end of 
the period he is working in one 
plant. His report would be made by 
that particular plant. 

Question: But then we would have 
to take the wage from Plant A and 
the wage from Plant B, and put them 
on Plant C’s report. 

Mr. Seidemann: Yes. You would 
have a record of these various wages 
anyway for your own operations. 

Question: No. 

Mr. Seidemann: No? 

Question: In total records. 

Mr. Seidemann : You necessarily must 
have it, but we are not asking you to 
segregate that. I have illustrated that, 
so far as we are concerned, we want 
you to report John Jones’s wages in 
one amount—not to segregate it into 
units and show how you reached that 
one amount. For that period we 
want the one amount reported from 
the plant where he is working when 
the report is made. 

Question: If we had a man work- 
ing one month in one plant and an- 
other month in another, and still an- 
other month in another, and report 
it at the end of the quarter, we will 
have to add the earnings of the dif- 
ferent plants and put them up under 
one. 
Mr. Seidemann: Yes, you would. 
Would you prefer to render three re- 
ports on that individual ? 

Question: No, just render one for 
all the plants, but for all the plants— 
don’t segregate it. 

Mr. Seidemann: We ate not asking 
you in that case to segregate accord- 
ing to plants but to report it at the 
last place, the last pay period. 

Question: That means we have to 
bring the records over from the 
other plants, to be able to report at 
the last plant he worked. 

Mr. Seidemann: That is up to you. 
How else would you report it? 

Question: Let anybody report ac- 
cording to the individual. He has a 
number. Why worry about where he 
works? 

Mr. Seidemann: I have been telling 
you that is exactly what we are ask- 
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ing you to do. The point is you 
do not want “anybody,” as you say, 
to do the reporting. You want one 
office to do the reporting for all 
branches. 

Question: But we have these three 
establishments, and we have to re- 
port under the different establish- 
ments where we work. If we could 
report under one establishment, let 
them all go through regardless of 
where he works, it would be ever 
so much simpler. 

Mr. Seidemann: | have told you you 
could report him where he is located 
at the reporting period. 

Question: Yes, but, mind you, we 
are reporting three months. Two 
months are in one place, and at the 
last reporting period he is at an- 
other; then we have to throw it all 
together into the one place. It does 
not make sense. 

Mr. Seidemann: You have a per- 
sonnel record showing every employ- 
ee’s function and department, have 
you not? 

Question: Yes. 

Mr. Seidemann: All right. Do you 
show his earnings? 


Question: Yes, we do. 

Mr. Setdemann: Then report it. That 
is all we are asking you to do. You 
have to aggregate his earnings for 
that period. 

Question: If the Board is inter- 
ested in determining earnings by geo- 
graphical locations, and a man works 
for five months and two weeks in one 
locality, and his last two weeks in 
the first six months in some foreign 
locality, what would be the purpose 
of the second locality reporting all 
his wages? 

Mr. Seidemann: My answer to that 
was to try to simplify your own prob- 
lem of reporting. We want one 
amount reported per period per in- 
dividual because we have to post that. 
We want one posting. We do not 
want more than one posting for that 
individual for any one period. 

Question: My question is: Why 
report it as money coming from Cali- 
fornia for two weeks when he was 
working for five months and two 
weeks in New England? 
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Mr. Seidemann: All we are interested 
in is getting the total earnings of the 
individual, without regard to where 
he got it. 

Question: Then I misunderstood. 

Mr. Seidemann: We have not im- 
posed any burden on you in that re- 
spect. We are asking you to report 
the wage of John Jones. We do not 
care where he has been working, but 
at the time you make the report, you 
have a record, have you not? I be- 
lieve most people do have a record of 
the earnings. How do you make out 
1099, if you have not aggregated a 
record? We are not asking you to 
do anything more than you are now 
required to do for employees who 
earn one thousand or more, depend- 
ing on whether they are married. 


Question: At the end of the year 
we do one job, take our payroll cards 
and put them through a machine and 
make out 101. You are asking us to 
do that four times a year. 

Mr. Seidemann: Yes. How else are 
we going to get one report for one 
individual for each period? 

Question: It means copies of pay- 
rolls. You are creating a new pay- 
roll for quarterly payroll that does 
not exist in industry. In certain states 
we are permitted to pay only weekly, 
and in others semi-monthly, and 
monthly, and that is the most we 
have, and you are asking us to create 
a new quarterly payroll which has 
not heretofore existed. 

Mr. Seidemann: You have an un- 
employment compensation law in 
New York State. In most of the 
states in which you are located you 
are required to keep much more than 
we are asking. In the beginning we 
considered adopting one reporting 
system for both plans—Federal old- 
age benefits and unemployment 
compensation. But because of the 
complexity of the unemployment 
compensation system, which goes 
into wage hours, and so many weeks, 
we abandoned the idea of consolidat- 
ing because we would complicate the 
simple reporting method under the 
old-age benefits plan. There is no 
complication at all in the method of 
reporting wages for the old-age 
benefits plan. We are asking you 
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only for a report in lump-sum of the 
earnings for the period for which the 
report is made. 

Question: Industry is simplifying 
that so as to simplify your work. You 
are creating a new payroll period. 

Mr. Seidemann: Let me answer you 
by telling you what I suggested to 
those who came to me prior to the 
time I took my present office. At 
that time I was known as coordina- 
tor. Most people considered that 
“General Butt-in-ski,” and that is ex- 
actly what I was. I had the job of 
not only looking after old-age bene- 
fits to see how that plan was being 
set up and to see that it was set up, 
but I was in every phase of manage- 
ment of the Board. I had many 
people wait upon me because I was 
supposed to be the general informa- 
tional point as to what the Board ex- 
pected to do in administration of the 
whole act. I have been waited on by 
controllers or financial officers of var- 
ious institutions. I remember one 
who said: 

“We have only one thousand em- 
ployees. Now, Mr. Seidemann, we 
want to cooperate, but we want to 
get some of your ideas as to just how 
we can function in this plant in a 
very simple manner and still satisfy 
all the requirements of the Govern- 
ment.” 

This is the first question I asked 
him: “Do you now keep a record of 
all payments made to an individual, 
or what I might call a history sheet 
of your employees?” 

He said, “No.” 

I sat down and roughed out a his- 
tory sheet form for him. I drafted it 
in such form that he could maintain 
the wage earnings of every individ- 
ual to conform to his State unem- 
ployment compensation law, and 
which at the same time, if totaled up 
for the three-month period, would 
supply the information for the Fed- 
eral old-age benefits plan. I know of 
no simpler plan of satisfying both 
systems so far as any company is con- 
cerned than that particular sheet 
which would give all the information 
required for periodical reporting to 
your unemployment compensation 
commissions under the state system. 


Total it quarterly, and that is what 
we want. 

Question: By men? 

Mr. Seidemann: By individuals, nec- 
essarily, because the record we main- 
tain is for the individual employee. 
It is the individual who is entitled to 
the benefit, and the benefit is com- 
puted on the basis of wages. 

Question: How does the employer 
know that the employee has reported 
on SS-5? 

Mr. Seidemann: Well, on the back 
of the account identification card ap- 
pear certain instruction. They read 
as follows: “Keep this card. It 
shows the account number used in 
keeping records of your Social Se- 
curity Benefit rights under federal 
and state laws. Keep a record of this 
number as you might lose the card. 
Mention the number in all letters re- 
garding your account. Address in- 
quiries concerning unemployment 
compensation, if there is a law in 
your state, to the state agency admin- 
istering such law. Address inquiries 
concerning Federal Old-Age Retire- 
ment Benefits, not state old-age as- 
sistance or pensions, to the nearest 
office of the Social Security Board.” 
And, in caps and bold-face type at 
the bottom, it says: “Sign this card 
immediately and report the number 
to your employer.” 

Question: Suppose he fails to send 
in the card; is it incumbent on the 
employer to check up if he does not 
report his account number to us? 

Mr. Seidemann: He has instructions 
to give you the number. It seems to 
me you will ask him for it. 

If I were a controller today in 
business, as I have been in the past, 
I should instruct the personnel officer 
to ask every new employee, “Have 
you applied for a Social Security Ac- 
count number?” If the new employee 
answered, “Yes,” the personnel off- 
cer would say, ‘Let me see your ac- 
count identification card.” The per- 
sonnel officer then would record the 
number. No doubt industry will 
provide on its application form for 
the insertion of that number, in the 
future. 

Question: This recent ruling of 
the Treasury Department as to what 
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constitutes a separate establishment 
for the purpose of the SS-4 returns 
presents some rather vexing prob- 
lems to the public utility industry. 
A public utility company which 
serves a city of substantial size may 
have one or more generating stations, 
anywhere from two to forty to fifty 
or more substations, a score of store- 
rooms; it may have a lot of sales- 
rooms; it may have a lot of district 
offices for the convenience of con- 
sumers in paying bills. For the pur- 
pose of the SS-4 return, what consti- 
tutes a separate establishment ? 

Mr. Seidemann: Treasury decision 
4704 defines the term “establish- 
ment.” 

Question: I want to ask one more 
question and that is regarding Treas- 
ury regulations 91 requiring an em- 
ployer to fill out SS-3. Wéill there be 
any advice to an employer as to when 
his employee becomes sixty-five? 

Mr. Sezdemann: That question has 
been asked many times. Machinery 
will be set up to supply information 
to the employer in regard to those 
who are about to reach the age of 
sixty-five. That is one of the first 
problems which faces us, and is one 
of the reasons we are concentrating 
on verification of ages. As you will 
recall the blank—no doubt many of 
you have seen it—we asked for the 
age. We also asked for the month, 
day, and year, with the expectation 
that we can check one against the 
other. Then we say, “subject to veri- 
fication.” 

Question: Will your postings to 
the various employees’ accounts be 
by employers or show the name of 
the employer, so that when an em- 
ployee reaches sixty-five, you will 
know whom to notify? A man might 
be out of work from the time he was 
sixty-three, or be somewhere else. 

Mr. Seidemann: Many of us started 
as bookkeepers in this group, I pre- 
sume. I did, and one of the essential 
things we had on the ledger account 
was posting reference. It is neces- 
sary for us to assign an identifying 
number to the employer to use as our 
posting reference, so that we can al- 
ways locate the employers concerned 
in that man’s wage earnings. 





—— 








Question: Referring back to your 
earlier remarks about the endeavors 
of your associates and yourself to 
simplify this thing, why did they not 
simplify it by providing that applica- 
tions of the employee should be filed 
through the employer instead of hav- 
ing four alternatives? 

Mr. Seidemann: We have to ad- 
minister this plan in a cooperative 
manner, if it is going to be a success. 
We must listen to all persons con- 
cerned. The employer is not the only 
one concerned. The employee also is 
in the picture, and we have given both 
him and the employer every considera- 
tion possible in the formulation of the 
present program. 

Question: If a company has thirty 
branches and each branch has its own 
payroll, in connection with Forms SS-2 
and 2a, does that company file one re- 
turn for the thirty branches, or thirty 
for the thirty separate branches scat- 
tered all over the country ? 

Mr. Seidemann: Is it owned by one 
company ? 

Question: Yes. 

Mr. Seidemann: The tax entity is the 
one that renders the return. 

Question: To what collector of In- 
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ternal Revenue, the head office, or 
where the branches are located ? 

Mr. Seidemann: Each return shall 
be filed with the collector for the dis- 
trict in which is located the principal 
place of business of the employer, or 
if the employer has no principal place 
of business in the United States, with 
the collector at Baltimore, Maryland. 

Question: In connection with the 
reporting of the death of an employee, 
is the employer charged with knowl- 
edge of a man who was in his employ 
and has died? How is he to know? 
For instance, the man was in our em- 
ploy and left because of illness, and 
died three or four months later. Are 
we charged with knowledge of the fact 
that the man is dead or living ? 

Mr. Seidemann: If you have the in- 
formation, send it in. It will help us 
facilitate the settlement of claims. Like 
any insurance company, we want to be 
efficient. Any information which busi- 
ness can give us on the death of a per- 
son covered by the plan will be helpful. 

Question: Under the plan, chari- 
table organizations, I believe, are ex- 
empt. Is that correct? 

Mr. Seidemann: Yes, the present law 
says all nonprofit organizations. 
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President Elberfeld: 1 assume that 
if there are other questions which 
members send in to the Institute, we 
can forward them to you for answers. 

Mr. Seidemann: I would suggest that 
for the time being you submit your 
questions to our regional office here 
in New York. In the near future we 
shall have at least three offices located 
within the area. You can take these 
things up directly with them. Our local 
office can answer the same questions 
which I have been answering here to- 
night. We have been training these 
people for a long time in Washington, 
and have placed them here now to give 
you service. 

Question: Where is the office in 
New York? 

Mr. Seidemann: We have two offices 
at the moment, both at 45 Broadway. 
One of the telephone numbers is 
Digby 4-7755. 

President Elberfeld: 1 think before 
we adjourn we ought to have a rising 
vote of thanks to Mr. Seidemann. 

. . . . The assembly arose and ap- 
plauded.... 

.... The meeting adjourned at 
ten thirty-five o'clock .... 


Deciding Factors in Qualifying To 
Do Business in Various States 


Court Decisions In Hopeless Confusion, Impossible of Reconciliation—A nal- 
ysis of Rulings on Basis of Kinds of Acts That Have Been Involved—Discussion 
of Purposes of Qualification—Paper by ALFRED G. MuELter, B.A., LL.B. 


ISCUSSION of the problems in- 
volved in determining what con- 
stitutes doing business in the various 
states, and the acts which have been 
considered by the courts in reaching de- 
cisions in many cases, was a feature of 
the program of the Fifth Annual Meet- 
ing of THE CONTROLLERS INSTITUTE 
OF AMERICA, in October, 1936. A 
paper on that subject was presented by 
Mr. A. G. MUELLER, which throws 
considerable light on the subject. 


Mr. MUELLER, 4 graduate of Wes- 
leyan University, 1922, with a B.A. 
degree; and of Columbia University 
Law School, 1927, with an LL.B. de- 
gree, has for eight years been in charge 
of the Corporate Organization and 
Maintenance Division of Prentice-Hall, 
Inc., and is well qualified as an author- 
ity on this subject. His paper is pre- 
sented here as one which will be of 
real value to controllers and their cor- 


porations. —THE EpiTor. 


One of the outstanding attributes 
of a corporation is its existence, in 
contemplation of the law, as a legal 
entity and artificial personality sepa- 
rate and apart from its stockholders 
and officers. As such it is deemed a 
citizen of the state under whose laws 
it was created and is endowed only 
with such rights as the state of its 
organization may confer. As con- 
trasted with the individual who may 
come and go as he pleases, regardless 
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of state boundaries, and who may 
conduct his business where he will, 
subject only to local regulation, the 
corporation, as a condition precedent 
to carrying on its activities outside 
the state of its domicile or organiza- 
tion, must secure permission to enter 
the foreign state and is subject to 
definite restrictions and limitations. 


FREEDOM OF MOVEMENT ESSENTIAL 
Since business must be carried on 
wherever opportunity presents itself, 
and freedom of movement from one 
part of the country to another is es- 
sential for the successful transaction 
of business, it is imperative for cor- 
porate officials to know when and 
under what conditions business may 
be safely transacted outside the state 
of organization. It is well known 
that severe and drastic penalties are 
imposed by many states on “foreign” 
corporations which do business within 
their boundaries without first having 
complied with statutory requirements. 
Contracts may be unenforceable, are 
sometimes absolutely void, debts are 
uncollectible and officers, directors and 
agents are often subject to fine and 
imprisonment. Danger lurks in each 
and every business transaction entered 
into by a corporation beyond the bor- 
ders of the state of its organization. 

Accordingly it is our immediate 
problem to determine whether and 
under what circumstances a corpora- 
tion is “doing business” in a state 
other than that of its domicile or 
organization. In the state of its or- 
ganization a corporation is known as 
“domestic”; in all other states as 
“foreign.” Thus a corporation organ- 
ized under the laws of the State of 
Delaware is a “domestic” corpora- 
tion in the State of Delaware and a 
“foreign” corporation in all other 
states in which it may carry on its 
corporate activities. 

Unfortunately court decisions on 
the problem, which are legion in 
number, are in hopeless confusion 
and since it is utterly impossible to 
reconcile the many decisions we shall 
merely endeavor to analyze the de- 
cisions on the basis of the kinds of 
acts that have been involved and to 


indicate what acts have and have not 
been held to be ‘‘doing business.” 


CourRTs OFTEN AMBIGUOUS 


At the outset it is imperative to 
point out that a corporation may be 
“doing business” within a foreign 
state for the purpose of giving the 
courts jurisdiction; that is to say, the 
corporation may be “doing business” 
within the foreign state in such man- 
ner as to render it amenable to proc- 
ess; again, for the purpose of sub- 
jecting the corporation to taxation; 
or for purposes of qualification. The 
courts are often ambiguous when us- 
ing the term “doing business” and it 
is difficult to determine whether “‘do- 
ing business” from the standpoint of 
jurisdiction, taxation or qualification 
is meant. A corporation may be ‘“‘do- 
ing business” so as to render it 
amenable to service of process—and 
still not be required to qualify—or it 
may be “doing business” so as to be 
liable to taxation and not be com- 
pelled to qualify. 

We shall limit our discussion 
solely to the qualification phases of 
“doing business” and accordingly 
whenever the expression “doing busi- 
ness’’ is used, ‘doing business’ so as 
to require qualification is intended. 

The term qualification denotes the 
procedure or process by which a for- 
eign corporation secures permission 
to carry on its business and activities 
in the foreign state and submits itself 
to the jurisdiction of that State. It 
usually involves the designation of 
an agent for service of process, filing 
of a certified copy of the certificate 
of incorporation and of a statement 
outlining the nature of the business 
to be transacted, the amount thereof, 
the amount of property to be used in 
the state, and the payment of en- 
trance and filing fees. 

The general subject of “doing 
business” from the standpoint of 
qualification may be divided into two 
parts: (a) Transactions in interstate 
commerce, (b) transactions not in 
interstate commerce. Transactions in 
interstate commerce are of course be- 
yond the regulatory power of the 
state and do not constitute “doing 
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business,” but it does not follow be- 
cause a transaction is not in interstate 
commerce that it therefore consti- 
tutes “doing business,” so as to re- 
quire qualification. To determine 
when interstate commerce ceases and 
becomes intrastate commerce it is 
necessary to ascertain from the word- 
ing of the statute of each state, and 
the interpretation which the courts 
have placed thereon, what is meant by 
“doing business.” Since the term “‘do- 
ing business” is not absolute and no 
accurate or concise definition thereof 
can be given, we are dividing the 
subject to comprise most of the more 
common activities of corporations 
upon which decided cases are avail- 
able. 


1. Occasional or Isolated Transactions 


As a general rule, occasional or 
isolated transactions which do not 
indicate an intention for continued 
corporate activities within the state 
have been held not to be “doing 
business.” “Corporate continuity of 
conduct” appears to be the deciding 
factor. Each case, however, must be 
considered on its own facts and on 
the motives involved, and many cases 
can be cited in which the courts have 
decided that a foreign corporation 
was “doing business” even though 
only a single or isolated transaction 
was involved. The case of Cooper 
Mfg. Co. v. Ferguson, 113 U. S. 727, 
is perhaps the leading case on the 
subject. In that case, in a well ex- 
pressed opinion, the court said: 


‘Reasonably construed, the constitution 
and statute of Colorado forbid, not the do- 
ing of a single act of business in the state, 
but the carrying on of business by a foreign 
corporation without the filing of the certifi- 
cate and the appointment of an agent as re- 
quired by the statute. The constitution re- 
quires the foreign corporation to have one 
or more known places of business in the 
state before doing any business therein. This 
implies a purpose at least to do more than 
one act of business. For a corporation that 
has done but a single act of business, and 
purposes to do no more, can not have one 
or more known places of business in the 
state. To have known places of business it 
must be carrying on or intending to carry 
on business. * * * The obvious construc- 
tion, therefore, of the constitution and the 
statute is, that no foreign corporation shall 








begin any business in the state, with the pur- 
pose of pursuing or carrying it on, until it 
has filed a certificate designating the princi- 
pal place where the business of the corpora- 
tion is to be carried on in the State, and 
naming an authorized agent, residing at 
such principal place of business, on whom 
process may be served. To require such a 
certificate as a prerequisite to the doing of 
a single act of business when there was no 
purpose to do any other business or have a 
place of business in the State, would be un- 
reasonable and incongruous.” 


In Illinois it was held that the sale 
of five carloads of cement to a pur- 
chaser in the state was not “doing 
business,” since it was merely a single 
transaction. (Alpha Portland Ce- 
ment Co. v. Jenkins & Reynolds Co., 
244 Illinois 354.) Also the making 
of one contract for the sale of steel 
was held not “doing business.” (In- 
ternational Fuel & Iron Corporation 
v. Donner Steel Co., 242, New York 
224.) 

In a recent New York case, Hanley 
Company v. Bradley, 145 Misc., 285, 
it was held that a foreign corpora- 
tion which was not licensed to do 
business in New York and which had 
contracted to and did buy the entire 
stock of another corporation located 
in the State of New York could 
maintain an action to rescind the 
contract notwithstanding that it was 
not qualified to transact business in 
New York. 

Similarly in Allison Hill Trust Co. 
v. Sarandrea, 236 New York, Supp. 
265, it was held that to come within 
the statute a foreign corporation 
must maintain and carry on business 
with some continuity of purpose evi- 
denced by the maintenance of an of- 
fice for the transaction of business, 
the investment of capital and those 
incidental circumstances which indi- 
cate an intention to transact and 
carry on business in the state. 


FirsT OF INTENDED SERIES 

When it appears, however, that 
the single or isolated transaction is 
merely the first of an intended series 
of acts, the corporation is held to be 
“doing business.” Thus in Louisiana, 
it was held while ordinarily the 
transaction of one piece of business 
in a stats, or the closing of one con- 
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tract is not ‘doing business,” that 
when the transaction is of such a 
duration as to require the making of 
other additional contracts such as for 
the employment of labor, the making 
of repairs and the purchasing of 
equipment, that the foreign corpora- 
tion was ‘doing business,” requiring 
qualification. (Harnischfeger Sales 
Corporation v. Sternberg Co., Inc., 
154 So. 10.) 

Usually acts which are purely in- 
cidental to the conduct of corporate 
business do not constitute ‘doing 
business”; for example, negotiations 
leading to the closing of a contract, 
purchase of a mortgage on land situ- 
ated within a given state, the accept- 
ance of security for a debt, prosecu- 
tion of an action, the foreclosing of a 
mortgage and the assembling of data 
in the preparation of a defense to 
an action. In some jurisdictions, 
however, because of statutory phrase- 
ology, an occasional or isolated trans- 
action does constitute “doing busi- 
ness.” See statutes in Alabama, Ken- 
tucky, South Dakota and Wisconsin. 

The cases on occasional or isolated 
transactions are the most confusing 
of all the cases on the general subject 
of “doing business” and the most 
difficult to reconcile. Each case as 
stated above must be decided on its 
own facts, and corporate motives are 
usually determinative in the interpre- 
tation of the facts. Subsequent acts 
often reveal the true motive and not 
infrequently an occasional or isolated 
transaction may appear systematic 
and regular by the time the case 
comes to trial. 


2. Maintaining an Office 
By and of itself, the maintenance 
of an office does not constitute ‘“‘do- 
ing business.” The leading case on 
the subject appears to be that of 
Cheney Bros. Co. et al. v. Common- 
wealth of Massachusetts. (246 U. S. 

147), in which the Court said: 


“We do not perceive anything in this that 
can be regarded as a local business as dis- 
tinguished from interstate commerce. The 
maintenance of the Boston office and the 
display therein of a supply of samples are 
in furtherance of the company’s interstate 


337 


business and have no other purpose. Like 
the employment of the salesmen, they are 
among the means by which that business is 
carried on and share its immunity from state 
taxation.” 

Coupled with other acts, such as the 
opening of a local bank account, sale 
of samples deposited at the office, ac- 
ceptance of payments by the local office 
or the holding of directors or stock- 
holders meetings, the maintenance of 
an office may bring the corporation 
within the definition of “doing busi- 
ness.” However, it is generally held 
that such an office may be used as 
headquarters for salesmen, or as a dis- 
play room for the placing of orders, 
without constituting ‘doing business.” 
In Elsner v. United American Utilities 
Incorporated (Delaware Chancery— 
New Castle County, July, 1935), it 
was held that a Delaware corporation 
having office space in New York City 
used jointly with other corporations, 
but having no furniture and owning 
no real or tangible property and merely 
keeping its books of account at the 
New York office was not “doing busi- 
ness’’ in the state. 

It is to be noted, however, when a 
corporation maintains an office within 
a given state and transacts thereat in- 
trastate business of the kind for which 
it was organized, that the maintenance 
of the office will be one of the deter- 
mining factors in deciding whether or 
not the corporation is ‘‘doing business” 
so as to require qualification. 


3. Solicitation of Business 


The solicitation of business by sales- 
men, either resident or traveling, pro- 
vided that the orders taken are subject 
to approval at the office of the corpora- 
tion without the state and that such 
orders are shipped from without the 
state to the purchaser or to the seller 
or his agent for delivery to the pur- 
chaser, is not subject to regulation by 
the state and has been repeatedly held 
to be interstate commerce. The same 
tule is applied to orders solicited by 
mail, accepted outside of the state and 
filled with goods shipped into the 
state. But when the agents of a for- 
eign corporation solicit business within 
a state from local retailers, and turn 
over such orders to local wholesalers 
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to be filled, payment being made by 
the local retailers, the foreign corpora- 
tion has been held to be ‘doing busi- 
ness.” This is commonly known as 


specialty selling. 


4. Agencies 


When the business to be transacted 
is interstate in character, a corporation 
may appoint an agent or representative 
to negotiate and carry on such business 
in the foreign state without qualifying 
to ‘do business.” Thus the Philadel- 
phia Inquirer which sent a correspond- 
ent into the District of Columbia to 
gather news and transmit it to the of- 
fice of the corporation in Philadelphia 
where its newspaper was printed, was 
held not “doing business.’ (Neely v. 
Philadelphia Inquirer Co., 62 F. 2nd 
873.) 

Again, when a correspondence school 
sold its courses through an agent who 
maintained his own office but was paid 
a fixed salary, plus commissions for 
soliciting scholars, it was held that the 
business was essentially interstate com- 
merce, carried on by means of corre- 
spondence between the school and its 
agents and scholars, and involved the 
transportation of books and papers, 
and that therefore, qualification was 
not required. (International Text Book 
Co. v. Pigg, 217 U. S. 91.) 

Where an agent of a foreign corpo- 
ration has authority to close contracts 
or accept orders or bind his principal, 
an act of interstate commerce not being 
involved, then the foreign corporation 
can no longer invoke the protection of 
the commerce clause of the Federal 
Constitution and is held to be “doing 
business’ in the state, so as to require 
qualification. In this connection the 
decision of the court in Republic Ac- 
ceptance Corporation v. Bennett (220 
Michigan 249) is interesting. The Re- 
public Acceptance Corporation which 
was engaged in the business of financ- 
ing automobile dealers had established 
a branch office in Michigan. Financial 
data for use in making loans was ob- 
tained from various dealers from time 
to time at the branch office in Michi- 
gan, but formal approval of loans and 
the issuance of notes was made by the 
corporation outside of Michigan. Loans 
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were made directly to the dealer and 
not through the Michigan office and 
payments on the notes as they matured 
were made to the home office. The 
court held that a substantial portion of 
the business of the corporation was 
conducted through its agents in Mich- 
igan and that the corporation was ‘“‘do- 
ing business” in that state. 

In the case of Berryman v. The 
Cudahy Packing Company (189 Ark. 
1151—191 Ark. 533) it was held that 
a foreign corporation which has ap- 
pointed an agent in another state who 
solicited business and closed contracts 
was ‘doing business.” 

When an act of interstate commerce 
is not involved, and the corporate rep- 
resentative is an independent contrac- 
tor, the corporation is of course not 
“doing business.” 

In determining whether or not a 
relation of independent contractor ex- 
isted, the Oklahoma Court in the re- 
cent case of Gettman-MacDonell-Sum- 
mers Drug Co. v. Actsta (162 Okla- 
homa 77) summarized as follows: 


“We also find that the following elements 
are considered in determining whether a 
party is an agent or an independent contrac- 
tor, (1) the degree of control exercised by 
the employer, or the independence enjoyed 
by the contractor or agent, (2) whether the 
party is to be paid by the job or is to re- 
ceive a certain salary by the day, week, or 
month, (3) whether the employment con- 
sists solely of work for his employer, (4) 
the control of performing the work, (5) 
whether the agent uses his own equipment, 
or whether the equipment, if any, so used, 
is owned and controlled by the owner, (6) 
the nature of the contract, whether written 
or oral.” 


5. Contracts 

Contracts in interstate commerce do 
not constitute ‘doing business’ so as 
to require qualification since the states 
have no power to enact laws which 
regulate or place a burden on interstate 
commerce. Thus a contract for the 
shipment of goods from without a state 
to a purchaser within a state does not 
bring the foreign corporation within 
the pale of “doing business.” In the 
recent case of Furst v. Brewster, 282 
U. S. 493, the court held that the pro- 
visions of an Arkansas statute, which 
prevented the enforcement of a con- 











tract involving interstate commerce, 
were repugnant to the commerce clause 
of the Constitution. 

“Importation into one state from an- 
other is the indispensable element, the 
test of interstate commerce” said the 
Supreme Court in Internation Text 
Book Co. v. Pigg (217 U. S. 91). Since 
transportation from one state to an- 
other is the test, if goods are already 
within a state when sold, there can be 
no transportation and hence no inter- 
state commerce and a foreign corpora- 
tion which carries on its business in 
that manner is “doing business.” When, 
however, there is a resale of goods 
originally shipped in interstate com- 
merce, an exception is apparently made 
to the foregoing rule. Similarly the 
purchasing of goods by a foreign cor- 
poration within a state for shipment 
without the state is not “doing busi- 
ness,” the transaction being one in in- 
terstate commerce. We quote from the 
opinion of the Supreme Court in 
American Express Co. v. State of Iowa 
(196 U. S. 133). “When goods are 
purchased in one state for transporta- 
tion to another the commerce includes 
the purchase quite as much as it does 
the transportation.’”” However, when 
goods were purchased by a foreign cor- 
poration and altered and used before 
transportation out of the state, the for- 
eign corporation was held to be ‘doing 
business.” Palm Vacuum Cleaner Co. 
v. Bjornstad (136 Minnesota 38). 

It is perhaps well to point out at this 
time that the validity of contracts made 
by a foreign corporation which has not 
qualified to do business depends upon 
the wording of the state statute appli- 
cable to the case and the interpretation 
thereof by the courts. In some states 
the contract is merely unenforceable in 
the state courts; that is to say, the state 
courts cannot be used to bring an ac- 
tion on the contract. In such event, 
the offending corporation may never- 
theless use the Federal courts, provided 
the jurisdictional requisite as to citizen- 
ship and monetary amounts is pres- 
ent. In other states the contract is ab- 
solutely void and in such event Federal 
courts will apply the state statute. 

In some states the bar to the enforce- 
ability of contracts made by an unli- 
censed corporation may be lifted by 
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subsequent qualification and the pay- 
ment of penalties. 


6. Construction and Installation 


Whether or not the installation of 
machinery, equipment or fixtures by a 
foreign corporation constitutes ‘doing 
business” depends largely on the kind 
and the nature of the work to be per- 
formed. If the work by its nature is 
beyond the ability and skill of local 
workmen, and experts must be em- 
ployed, the act is one in interstate com- 
merce, and qualification is not re- 
quired; if local labor can do the work 
satisfactorily, the protection of the 
commerce clause cannot be invoked. 
The courts have definitely extended the 
protection of the commerce clause to 
any transaction which is in fact a 
relevant and appropriate part of the 
original interstate commerce agreement. 
The leading case on the subject is that 
of York Manufacturing Co. v. Colley 
(247 U. S. 19) from which we quote 
as follows: 


“The only possible question open there- 
fore is, was the particular provision of the 
contract for the services of an engineer to 
assemble and erect the machinery in ques- 
tion at the point of destination and to prac- 
tically test its efficiency before complete 
delivery relevant and appropriate to the in- 
terstate sale of the machinery? When the 
controversy is thus brought in last analysis 
to the issue there would seem to be no room 
for any but an affirmative answer. Gener- 
ically this must be unless it can be said 
that an agreement to direct the assembly and 
supervision of machinery whose intrinsic 
value largely depends upon its being united 
and made operative as a whole is not appro- 
priate to its sale. The consequence of such 
a ruling if made in this case would be par- 
ticularly emphasized by a consideration of 
the functions of the machinery composing 
the plant which was sold, of its complexity, 
of the necessity of its aggregation and uni- 
son with mechanical skill and precision in 
order that the result of the contract of sale 
—the ice plant purchased—might come into 
existence.” 


In Browning v. Waycross (233 U. 
S. 16) a Missouri manufacturer sold 
a number of lightning rods to a 
Georgia purchaser and agreed to in- 
stall them. In holding that the corpo- 
ration was ‘doing business’’ the court 
said: 


“The business of erecting lightning rods 
under the circumstances disclosed was 
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within the regulating power of the state and 
not the subject of interstate commerce for 
the following reasons: (a) Because the af- 
fixing of lightning rods to houses, was the 
carrying on of a business of a strictly local 
character, peculiarly within the exclusive 
control of state authority; (b) because, be- 
sides, such business was wholly separate 
from interstate commerce, involved no ques- 
tion of the delivery of property shipped in 
interstate commerce or the right to complete 
an interstate commerce transaction, but con- 
cerned merely the doing of a local act after 
interstate commerce had completely termi- 
nated.” 


When interstate commerce, how- 
ever, is not involved, the making of 
contracts pertaining to construction or 
installation constitutes ‘doing busi- 
ness.” 


7. Financial Transactions 


Generally isolated financial transac- 
tions have not been considered as 
bringing a foreign corporation within 
the category of “doing business.” A 
loan by a corporation not organized 
for that purpose, which is purely in- 
cidental or ancillary does not constitute 
“doing business.” If on the other hand 
the making of loans is a part of the 
regular business of the corporation, the 
law is otherwise. Similarly the hold- 
ing of a mortgage on property situated 
outside of the state by a foreign corpo- 
ration as security for a loan is not 
“doing business” except in those juris- 
dictions where the doing of any corpo- 
rate act constitutes ‘doing business” 
(Alabama). The borrowing of money 
or the sale of capital stock do not re- 
quire qualification, except in some ju- 
risdictions where statutes prohibit the 
sale of stock unless the foreign corpo- 
ration is qualified. 

The subject has been well summa- 
rized by the Court in Automotive Ma- 
terial Co. v. American Standard Metal 
Products Corporation. (327 Illinois 
367.) The Court said: 


“Under the authorities of this country a 
foreign corporation is not doing, transacting, 
carrying on or engaging in business within 
a state, within the meaning of statutes such 
as ours now under consideration, by the ac- 
quisition and holding of stock of domestic 
corporations doing business in the state, or 
by making loans, or taking mortgages on 
land situated within the state, as security 
therefor, when such transactions do not 
constitute the business for which such cor- 
poration was organized.” 
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8. Sale of Goods on Consignment 

The sale of goods under a consign- 
ment arrangement pursuant to which 
title remains in the seller or con- 
signor is interstate commerce and 
does not constitute ‘doing business.” 
The theory upon which the courts 
have reached this conclusion is that 
the factor or consignee when selling 
the goods of the consignor is actually 
selling his own goods, that is to say, 
when he is ready to make a sale, he 
purchases the goods from the con- 
signor and resells them as his own 
goods to the consignor’s customer. The 
leading case on this subject is Butler 
Bros. Shoe Co. v. United States Rub- 
ber Co. (156 Fed. 1). 


9. Maintenance of Goods Within 

the State 

In most jurisdictions the storage 
of goods in a warehouse in a foreign 
state subsequently sold in such state 
constitutes ‘doing business.” The 
goods having come to rest prior to 
the sale, the protection of the com- 
merce clause cannot be invoked. II- 
linois is a notable exception to this 
general rule. In that state a foreign 
corporation may fill orders from a 
stock of goods maintained in the 
state and is not considered ‘doing 
business,” provided that the contract 
for the sale of the goods was made 
outside the State of Illinois. See 
Marshall Milling Co. v. Rosenbluth, 
231 Ill. App. 325. 

Attention is directed to the fact 
that the “original package doctrine” 
does not apply to goods already 
within a state when sold. In Sonne- 
born Bros. v. Cureton, 262 U. S. 
506, the court held that since inter- 
state transportation was at an end, 
it made no difference whether or not 
the goods were sold in the original 
package and accordingly a tax levied 
thereon would not be a regulation 
of, nor a burden on, interstate com- 
merce. 

In Wisconsin, however, by statute 
goods stored in a commercial ware- 
house in the “original package” are 
considered in transit and accordingly 
orders filled without re-packing from 
goods so stored are sold in inter- 
state commerce. 
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10. Ownership of Real and Personal 
Property 

Unless prohibited by statute, a 
corporation which by virtue of its 
charter or the law of the state of its 
organization has the power to ac- 
quire and hold real estate, may 
freely contract concerning and take, 
hold, convey and dispose of real 
property in another state, provided 
that it is not organized primarily for 
the purpose of buying, selling and 
dealing in land. The courts distin- 
guish the power to buy, sell and 
deal in land from a function for the 
performance of which the corpora- 
tion was formed. Attention should 
be directed however, to the fact that 
in order for the corporation to avoid 
“doing business” in certain jurisdic- 


tions, the contract for the purchase 
or sale of the land should be made 
outside of the jurisdiction in which 
the land is situated. As a general 
tule corporations may acquire per- 
sonal property in foreign states and 
may protect their ownership thereof, 
through the remedy of replevin. The 
leasing of personal property may 
however, constitute ‘‘doing business.” 
Unfortunately, because the decided 
cases are so few in number, no defi- 
nite rule can be formulated to de- 
termine under what circumstances 
the leasing of personalty does or 
does not constitute “doing business.” 


11. Conclusion 
In conclusion, may we point out 
again that our discussion has been 
limited solely to the qualification as- 


The Controller, December, 1936 


pects of the subject of “doing busi- 
ness,” that there is mo precise, ac- 
curate and all-embracing definition as 
to what constitutes “doing business,” 
so as to require qualification, and 
that the courts have repeatedly used 
the term interchangeably, making a 
careful analysis of the cases impera- 
tive, in order to determine whether 
“doing business,” from the stand- 
point of jurisdiction, taxation or 
qualification was intended. 

If corporate officials will but 
learn to examine the facts of each 
particular case, and the circumstances 
surrounding those facts, in consider- 
ing this vexatious and troublesome 
problem of determining whether or 
not qualification is necessary, this 
paper will have accomplished its 
purpose. 


Use of Air Passenger Lines Expedites 
Accounting and Fiscal Procedures 


Rapid Expansion of This Method of Travel Has Stimulating Effect on Railroads 
—Many Business Concerns Now Insist Their Men Use Air Lines—Insurance Com- 
panies Take Cognizance of Safety Factor—Address by COLONEL Epcar S. GorRELL. 


HE effects of widening use of air 
passenger lines by business men 
were described at a meeting of the Chi- 
cago Control October 30 by COLONEL 
EDGAR S. GoRRELL, president of the 
Air Transport Association of America. 
COLONEL GORRELL #5 a graduate of 
West Point and in 1915 was granted 
Expert Pilot’s License No. 39. He was 
a member of the First Aero Squadron 
and saw active service in the American 
Institute of Technology and there re- 
ceived his master’s degree in Aeronau- 
tical Engineering. He was in active 
service overseas and returned chief of 
staff of the air service of the A.E.F. 
with the rank of colonel. He received 
several decorations, including the Dis- 
tinguished Service Medal. After the 
World War he served several years on 
the General Staff of the War Depart- 


ment at Washington and then entered 


the automobile industry. He retained 
his active interest in aviation and in 
January, 1936, became president of the 
Air Transport Association of America. 
His subject was “The Air Transport 
Industry.” 
The article that follows is a sum- 
mary of Colonel Gorrell’s address. 
—THE Epiror. 


If air transportation in the United 
States has done nothing else it has 
very definitely been responsible for 
improvement in railroad transporta- 
tion. At present there is more pas- 
senger traffic volume between New 
York and Chicago on the air lines 
than there is between these points 
on the “Century” Limited and 
“Broadway” Limited combined. 

Had it not been for this competi- 
tion of the air lines, we should not 


have today the streamline trains, the 
faster train schedules and the coop- 
erative advertising campaign on the 
part of the railroads. 

It is becoming so that business 
firms must utilize the air lines if they 
find that their competitors in the 
same lines of business are using them. 
The firm that does not is at a de- 
cided disadvantage, and finds that 
its competitor which does use them 
is covering the country more rapidly, 
signing up orders and generally get- 
ting the business. A valuable man 
cannot well afford to utilize four 
days sitting in a railroad train be- 
tween New York and California. 


EXPEDITES ACCOUNTING PROCEDURE 

Furthermore, the use of air trans- 
portation by leading business firms is 
believed to be one of the greatest in- 
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fluences in the last ten years toward 
changing and expediting accounting 
and fiscal procedure. 

A New York or Chicago bank 
check cashed in Los Angeles or San 
Francisco before bank closing on a 
week day is now almost invariably 
presented for collection at the New 
York or Chicago bank the following 
day. 

Numerous companies have as 
many as four hundred of their men 
authorized to use the air lines by pres- 
entation of air travel cards, for which 
travel the air lines invoice the business 
houses at the end of each month. 

There is room for all four media 
of transportation—one supplements 
the other and there is plenty of busi- 
ness for the railroads, highway trans- 
portation, water-borne transportation 
and ourselves. All forms of traffic 
are increasing and the air lines are 
getting their share. 

In the past twenty-four hours the 
air lines carried ten per cent. more 
passengers and three hundred per 
cent. more mail than during the en- 
tire year 1926. 

The domestic air lines of the 
United States now fly each day a dis- 
tance equivalent to seven and one- 
half times around the world, or 
three-fourths of the way to the moon. 
The industry has 9,000 employees, 
700 of whom are first pilots, 430 co- 
pilots, 3,400 office employees, 2,700 
mechanics, 1,500 field personnel, 
and 260 stewardesses. In 1936 these 
air lines will carry approximately 1,- 
000,000 passengers, an increase of 
23 per cent. over the 870,000 car- 
ried last year. The class one rail- 
roads have more than one million 
employees. The railroads’ ratio of 
employees to passengers carried is 
1 to 20, while ours is 1 to 100. 

Each day domestic air lines carry 
10 tons of express and 23 tons of 
mail. 

So far this year mail pound miles 
have increased 4114 per cent. over 
those carried last year, with but a 
24 per cent. increase in mail pay- 
ments. The per pound mile revenue 
to the air lines for carrying air mail 
in 1935 averaged $0.00132. This year 
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it is averaging $0.00115. Including 
credit trips on the air lines (loads of 
mail for which the carriers do not 
receive payment), the average per 
mile revenue from the air mail is 
23¢, as compared with the average 
in Europe of $1.25. 

Certain air lines are now experi- 
menting with lower rates, but I can 
tell you categorically that this will 
not be done with any sacrifice in 
safety. 

Our percentage of the total pas- 
sengers carried is still under 2 per 
cent. of the traveling public. We 
aid many people to travel who would 
not do so otherwise due to the time 
element. This is true of vacationists 
who have but two weeks and would 
stay at home or drive their automo- 
biles to nearby resorts, were it not 
for the services of the air-transport 
lines which allow them to visit dis- 
tant home towns, resorts, and na- 
tional parks within the two-week 
allotment. We have thus created ad- 
ditional business for the steamship 
lines, in that a traveler may fly to a 
seaport, take a steamer through the 
Panama Canal, and be back home 
within almost the two-week period. 

I know a Chicago bank official 
who recently started out on a two 
months’ world tour, using rail to the 
West Coast, steam to the Dutch East 
Indies, and the air lines over a por- 
tion of Asia. If he had not used the 
air lines his world-tour vacation 
would have been impossible because of 
the time limitation. Instead, he prob- 
ably would have driven his car to 
New England for the two months. 
Automobile executives and engineers, 
paradoxically, are among the best 
class of customers the domestic air 
lines have. There are, however, 
many occasions when they find rail 
service and automobile more con- 
venient for specific trips. These few 
examples indicate that there is room 
for all four. 

One angle which has always 
amused me is the trend of Seaboard 
Airline Railroad stock which many 
investors and speculators still con- 
sider to be that of an aviation com- 
pany. If I remember correctly this 
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stock took a rather mysterious course 
several years ago when air-line and 
aviation manufacturing stocks were 
following a similar trend. It may 
also be pertinent to mention the 
manner in which railroads, automo- 
biles, and even gas ranges, desk sets, 
and multitudinous other articles are 
now streamlined. 


FORTY-PASSENGER TRANSPORT 


Probably the most interesting and 
significant technical development of 
recent years in any form of transport 
has been the contract let several 
months ago by five air lines for an 
experimental model of a four-en- 
gined, 40-passenger transport. The 
air lines joining in the financing and 
development of this experimental 
plane are: American Airlines, East- 
ern Air Lines, Pan American Air- 
ways, Transcontinental and West- 
ern Air, Inc., and United Air Lines. 
The resulting finished product, of 
course, would be available to other 
air lines at a cost considerably less 
than otherwise possible. This marks 
the first time the air lines have con- 
solidated the experience of their en- 
gineers, pilots, and technical and 
trafic advisers to develop an experi- 
mental plane to meet the needs of 
the future and obtain an airliner 
with sufficient carrying capacity to 
insure profitable operation. 

The signing of the contract fol- 
lowed months of conferences be- 
tween the air lines and leading 
aircraft manufacturers to whom speci- 
fications were submitted and from 
whom bids were received. Specifica- 
tions call for a plane weighing 25 
tons fully loaded, with a top speed 
of 230 miles an hour and a cruising 
speed of 193 miles an hour, using 
60 per cent. available power. The 
plane will have a wing span of 140 
feet, an overall length of 95 feet, and 
a height of 20 feet. There will be 
four 1,000 horse power engines. The 
landing speed is not to exceed 65 
miles an hour and the plane is to in- 
corporate the latest features of de- 
sign, construction, and navigation 
aids. The passenger cabin will be 
40 feet long and 10 feet wide, fitted 
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with 20 upper and lower berths with 
separate dressing rooms for men and 
women. The plane is to be capable 
of carrying twenty passengers and 
two tons of express and mail on long- 
distance flights, and on shorter trips 
forty passengers and cargo can be 
accommodated. The present 10- and 
14-passenger transports will not 
handle economically the business in 
prospect for 1938 when the four- 
engined type plane will be in service, 
if it meets specifications. 


COOPERATION BETWEEN AIR LINES 


Approximately half a million dol- 
lars will be required for the one 
complete experimental airplane. If 
each of the five air lines had sepa- 
rately undertaken development of 
such an airplane it would have meant 
an additional expense to the air lines 
of approximately $2,000,000—the 
cost of four additional experimental 
airplanes. It is apparent that even 
if five experimental airplanes had 
been started simultaneously, the per- 
formance, as shown by the plans of 
different manufacturers, would have 
been substantially the same. The 
$500,000 cost of developing the one 
experimental four-engined airplane 
and the subsequent cost of approxi- 
mately $200,000 to $250,000 per air- 
plane, could be accomplished only 
by the joint enterprise of these five 
air lines. The scope of the under- 
taking is such that individual devel- 
opment of this project would have 
sapped the financial resources of any 
individual air line. 

The resulting product—and this 
is of major importance—will be in- 
terchangeable between air lines. In 
this the air lines have torn a leaf 
from the railroad book, in the lat- 
ter’s interchangeability of Pullman 
and freight cars. The peak season 
for New York—Florida traffic is the 
slump season for other routes. In 
the summer, the New York—Miami 
operation does not require, nor can 
it use profitably, the transports 
needed in the winter. That operator, 
therefore, can lease the uniform 
transport plane during peak season 


from one having a surplus of equip- 
ment, and vice versa. 

Progress is so rapid in this busi- 
ness that this pending four-engined 
Douglas, before it is in operation, 
will probably be made obsolete by 
the design of some other manufac- 
turer. I am convinced that ‘‘putting 
all the eggs in one basket,” as in this 
case, will stimulate rather than re- 
tard design and construction of dif- 
ferent and advanced types of air- 
liners. The standardization of parts 
and accessories in the new Douglas 
will be an appreciable factor in keep- 
ing costs down. This plane with a 
pay load of about five tons will be 
supplanted by planes of ten and 
fifteen ton pay loads, already on the 
drawing boards. 

Thanks to Pan American Airways 
and their marvelous Pacific service 
a New York exporter can be in 
Shanghai in a week’s time as com- 
pared with a minimum of three 
weeks by surface means. 

It is a far cry from mining to avia- 
tion but recently an aeronautical en- 
gineer was employed to design and 
supervise the construction of a venti- 
lating fan for mines. This fan with 
blades following aero-dynamic prac- 
tice is now in widespread use, it 
being the first forward step in the di- 
rection of improvement in mine ven- 
tilation in almost fifty years. 

Several years ago certain firms not 
only would not authorize their men 
to travel by air, but had regulations 
to the effect that they should not do 
so; if they did, they did it on their 
own responsibility, at their own risk, 
as well as at their own expense. Now 
there are numerous firms which will 
not hire men who will not fly. 


SAFETY RECORD HIGH 


The leading life insurance com- 
panies have taken cognizance of this 
trend and the more progressive 
ones, including many of the old line 
companies, make no differentiation 
between a man who travels by air 
and a man who travels by rail or 
automobile. In this connection the 
safety record of air transportation 
today compares favorably with that 
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of cross country travel by private au- 
tomobile, even deducting from the 
automobile fatality figure the pedes- 
trians who fall victim to automo- 
biles. Actuarial figures indicate that 
one may travel continuously for more 
than seventeen years on an average 
without being injured or killed in 
United States scheduled air transpor- 
tation. Companies may now pur- 
chase accident insurance for their 
men who travel by air at the rate of 
$1 per $1,000. There are three un- 
derwriting groups writing this in- 
surance so that each traveler may 
have at a cost to his firm of but $30 
a man, a total of $30,000 of accident 
insurance. 

Several important firms have re- 
cently saved several hundred thou- 
sand dollars, or made this amount 
which would not have been possible 
without using the air lines. 

A 72-year-old Chicago man left his 
home city not long ago and returned 
three weeks later. He had traveled 
17,000 miles. He visited in San Fran- 
cisco and Los Angeles, returned to 
Chicago, traveled to a point in New 
Jersey, went to Frankfort, Berlin, 
Rome, Paris, Brussels, London, and 
New York, and returned to Chicago. 
All within three weeks! Seventeen- 
thousand miles! He spent a greater 
part of those three weeks resting and 
visiting than he spent traveling. I 
do not have to tell you how this was 
accomplished, other than that he 
used the Hindenburgh and our do- 
mestic air lines. Think it over. 
Think what this means and what it 
will mean. Think of it in business 
terms and in connection with what 
our air lines have been and are do- 
ing to keep the United States abreast 
and in many ways ahead of the rest 
of the world in both our domestic 
and international air transportation. 


ARTICLE ON CORPORATE 
TRUSTEESHIPS REPRINTED 


In the November 1936 issue of ‘Trust 
Companies,” a magazine devoted to the in- 
terests of those institutions, the article by 
the late Mr. B. G. Smith, ‘Corporate Trus- 
teeships Criticized by Securities Commis- 
sion,” which was published in the July, 1933, 
issue of THE CONTROLLER, was reproduced 
in full. 
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New Income Tax Regulations 
Released in November 


Commissioner of Internal Revenue 
Guy T. Helvering released the general 
income tax regulations, Regulations 94, 
prepared under the Revenue Act of 
1936, on November 14. Most of the 
principal changes in the Revenue Act 
of 1936, including the provisions re- 
lating to the surtax on undistributed 
profits, have heretofore been made the 
subject of Treasury Decisions issued 
during the past few months. These 
Treasury Decisions are as follows: 

Treasury Decision 4649, approved 
June 25, 1936, relating to withholding 
of income tax under sections 143 and 
144. 

Treasury Decision 4674, approved 
August 6, 1936, prescribing regula- 
tions under section 14, relating to sur- 
tax on undistributed profits of corpo- 
rations; section 26 and section 27, 
relating to credits of corporations, and 
section 115, relating to distributions by 
corporations. 

Treasury Decision 4677, approved 
August 18, 1936, prescribing regula- 
tions under section 112(b) (6) and 
113(a) (15), relating to the non- 
recognition of gain or loss upon receipt 
by a corporation of property, and basis 
of property, distributed in complete 
liquidation of another corporation. 

Treasury Decision 4678, approved 
August 18, 1936, prescribing regula- 
tions relating to the taxation of mutual 
investment companies. 

The Treasury Decisions noted above, 
with minor clarifying changes in word- 
ing, have been incorporated in Regu- 
lations 94. In addition to the fore- 
going, certain other rules have been 
prescribed in Regulations 94 giving 
effect to new provisions of the Reve- 
nue Act of 1936. Included in such 
tules are the following: 


WHEN CORPORATION IS REALLY IN 
BANKRUPTCY 


Section 14(d) of the Act provides 
that domestic corporations are exempt 
from the corporate surtax if in bank- 
ruptcy “under the laws of the United 
States... .. ” In order to answer the 
question of whether proceedings for 


the relief of debtors in Federal courts 
under section 77 and 77(B) of the 
Bankruptcy Act of 1898, as amended, 
are bankruptcy proceedings within the 
meaning of section 14(d) of the Act, 
the following sentence has been in- 
serted in article 14-1 as it appears in 
Regulations 94: ‘‘Generally, in the case 
of proceedings for the relief of debt- 
Ors under section 77 or 77(B) of the 
Bankruptcy Act of 1898, as amended, 
if the debtor corporation has pending 
a debtor's petition or answer which has 
been approved by the court finally de- 
termined to have jurisdiction thereof, 
it is in bankruptcy under the laws of 
the United States.” 


PREFERENTIAL DIVIDEND 
DIsTRIBUTION 

Certain changes have been made in 
article 27-7 of Treasury Decision 4674, 
relating to preferential dividend dis- 
tributions. This article appears in 
Regulations 94 as article 27(g)-1 and 
has been changed in order to prevent 
an interpretation that no dividends 
paid credit is allowable, on the ground 
that a preference exists, within the 
meaning of section 27(g), where a 
dividend is paid in property other than 
cash and the market value of certain 
items of such property when distrib- 
uted is different from its market value 
when received by those stockholders 
living in remote places in the United 
States or in foreign countries. 


GAINS OR LOSSES FROM INSTALLMENT 
OBLIGATIONS 


Under section 44(b) relating to 
gain or loss upon disposition of in- 
stallment obligations the question arose 
as to the taxation of income evidenced 
by installment obligations when dis- 
tributed by a subsidiary corporation to 
its parent corporation and the distribu- 
tion meets the requirements of section 
112(b) (6) of the Act. The first para- 
graph of article 44-5 has therefore 
been rewritten before insertion in Reg- 
ulations 94 to read as follows: ‘The 
entire amount of gain or loss resulting 
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from the disposition or satisfaction of 
installment obligations, computed in 
accordance with section 44(d), is 
recognized under the Act, unless the 
disposition is within one of the excep- 
tions made by the Act. Such an ex- 
ception is provided in section 112(b) 
(4) and (5) but not in section 112 
(b) (6). The fact that section 112 
(b) (6) provides for the non-recogni- 
tion of gain or loss upon the receipt 
of property by one corporation in com- 
plete liquidation of another corpora- 
tion under certain specifically pre- 
scribed circumstances is immaterial in 
determining the recognized gain or loss 
resulting to the liquidating corporation 
in case installment obligations are dis- 
tributed in liquidation.” 


TAXATION OF NONRESIDENT ALIENS 


The regulations under Supplement 
H relating to nonresident alien indi- 
viduals and Supplement I relating to 
foreign corporations give effect to the 
changes in the Act with respect to the 
taxation of nonresident aliens and for- 
eign corporations. 

In general for the purpose of the 
tax, nonresident alien individuals are 
divided into two classes: (a) Nonresi- 
dent individuals not engaged in trade 
or business within the United States 
and not having an office or place of 
business therein at any time within the 
taxable year, and (b) nonresident 
alien individuals who at any time 
within the taxable year are engaged in 
trade or business within the United 
States or have an office or place of 
business therein, the term “nonresident 
alien individuals” including ‘‘nonresi- 
dent alien fiduciaries.” Every nonresi- 
dent alien individual coming within 
class (a) is subject to the tax imposed 
by section 211(a) on gross income and 
is not entitled to any personal exemp- 
tion or credit for dependents. A non- 
resident alien individual coming within 
class (b) is taxable upon his net income 
from sources within the United States 
(gross income from sources within the 
United States minus the statutory de- 
ductions provided in sections 23 and 
213) less the credits against net in- 
come allowable to an individual. 

Foreign corporations are divided into 
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similar classes. Every nonresident 
foreign corporation is liable to the tax 
upon gross income from sources within 
the United States which is fixed or de- 
terminable annual or periodical income 
and is not allowed any deductions from 
gross income. A resident foreign cor- 
poration is liable to a normal tax upon 
its net income from sources within the 
United States and in general is al- 
lowed the same deductions from its 
gross income arising from sources 
within the United States as are al- 
lowed a domestic corporation to the 
extent that such deductions are con- 
nected with such gross income. For- 
eign corporations are not subject to the 
surtax on undistributed profits. 

The administrative provisions of 
Regulations 94 are substantially the 
same as the corresponding provisions 


of Regulations 86 prescribed under the 
Revenue Act of 1934, including the 
provisions relating to the filing of re- 
turns and the assessment and collec- 
tion of the tax. The provisions of 
Regulations 86 requiring the filing of 
a copy of the return of income on a 
duplicate form on colored paper have 
been continued in Regulations 94. 


CONFERENCE ON TAXA- 
TION AND FINANCE 

A conference on taxation and finance 
was held December 2 and 3 by the 
Division of Finance and Accounts, of 
the American Management Association, 
at the Waldorf-Astoria, New York City. 

In announcing the conference, the 
American Management Association said : 

“If a tax were only a tax, and the 
one question were, ‘How much do we 
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20% to 60% on your printing 


. . your office typist can compose the reading 
matter for all your printing or duplicating jobs, photo- 
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pay ?’, difficulties facing financial execu- 
tives might be fairly simple to resolve. 
Instead, every new type of tax, is a 
force for change. It sets up choices to 
be made, blasts gaping holes in long- 
established corporate policies, raises in- 
volved questions of accounting and re- 
porting procedure. 

“So today corporate tax problems 
cannot be casually passed on to a tax 
expert for his unaided consideration, 
nor handled as routine by a single 
executive. Instead, presidents, vice- 
presidents, treasurers, secretaries, con- 
trollers, accountants, attorneys, all find 
their fields of action vitally affected, 
their thinking and planning inextri- 
cably bound up with questions of taxa- 
tion and regulatory legislation.” 

Colonel H. A. Gidney, of the Gulf 
Oil Corporation of Pennsylvania, of 
Pittsburgh, a vice-president of The 
Controllers Institute of America, pre- 
sided at the afternoon session Decem- 
ber 2; and Mr. F. B. Flahive, of the 
Columbia Gas & Electric Corporation, 
New York City, a member of the 
Board of Directors of The Controllers 
Institute of America, presided at the 
afternoon session December 3. 


MEETING OF STATISTICAL 
ASSOCIATION 


The ninety-eighth annual meeting 
of the American Statistical Associa- 
tion will be held in Chicago, Decem- 
ber 28 to 30, 1936, with headquarters 
at the Stevens Hotel. 

Eight other associations will hold 
their meetings in Chicago at the same 
time, including the American Account- 
ing Association, formerly known as the 
American Association of University In- 
structors in Accounting. 


St. Louis 

The St. Louis Control met October 27 
and was addressed by Mr. R. O. Monnig of 
the International Shoe Company, on “Use 
of Budgets for Management Control.” Mr. 
Monnig’s address was followed by a de- 
tailed discussion in which all present par- 
ticipated. 

A suggestion was made by Mr. Dwight 
D. Thomas, Chairman of the Program Com- 
mittee, that at each meeting some desig- 
nated member spend five minutes discussing 
some particular routine or problem which 
had improved the efficiency of his organi- 
zation, or resulted in saving in expense. 
This suggestion was approved and it was 
announced that it would be put into effect 
at the next regular meeting of the Control. 

President L. G. Rowe presided. 








For cost-cutting efficiency in handling figure work 


“There are several definite reasons why we are able to 
turn out a large daily volume of figure work in our 
Statistical Department,” states Mr. A. H. Stricker, 
General Electric Company, Nela Park, Cleveland, Ohio. 


‘First: modern, high-speed ‘Comptometers’ (Elec- 
tric Model K and Standard Model J) are used on all 
kinds of figure work—profit and loss statements, bal- 
ance sheets, unit costs, general statistical work. 


**Second: pleasant working conditions. Proper light- 
ing designed for easy seeing speeds up the work, lessens 
errors, fatigue, eye-strain, and headaches, because Bet- 
ter Light means Better Sight. Posture chairs, slotted 
‘Comptometer’ desks, good ventilation—all contribute 
to the efficiency of the department. 


“Third: careful planning and routing of work 
through the department. This eliminates confusion, cuts 
handling costs, avoids duplication of work. 


‘Fourth: we find the ‘Comptometer’ Peg-Board 
extremely helpful in consolidating various divisional 


reports. The Peg-Board utilizes original figures 
contained on the. reports, thereby enabling us to ob- 
tain consolidated statements without posting to inter- 
mediate records.” 


‘“‘Comptometers”’ have solved the figure-work 
problems of thousands of other large and small 
concerns. Their speed . . . accuracy . . . economy 
-.. and extreme flexibility play a vital role in the 
efficient conduct of modern business. 


For an analysis of the savings which ‘‘Compt- 

ometers”’ can effect 
for you, telephone the 
*“‘Comptometer” office 
in your locality. 
Or write direct 
to Felt & Tar- 
rant Mfg. Co., 
1734 N. Paulina 
Street, Chicago, 
Illinois. 


COMPTOMETER 


Reg. U. S. Pat. Off. 
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annual reports. Reports on this form 3. Substantial restatements of the cap- 
are to be filed in the first ten days of ital shares account. 
the month following the month in The issuance of any new class of 


FORM 8-K PRESCRIBED 
BY COMMISSION 


>» 





The Securities and Exchange Com- 
mission has adopted a form to be used 
for keeping up to date information con- 
tained in registration statements filed 
under the Securities Exchange Act of 
1934. This form, known as Form 
8-K, is to be used for reporting cer- 
tain special changes which may occur 
in the interim between the filing of 


ing events: 


previously filed. 


ments. 


which there occurs any of the follow- 


1. Material amendments of exhibits 


2. The execution of new voting trust 
agreements and certain other instru- 





IMMEDIATE ACTION NECESSARY 
FOR MAXIMUM TAX SAVINGS 


Little time remains for Controllers to advise their Boards of 
Directors the actions necessary to be taken to effect maximum 
legal savings on the tax returns of their corporations for the 
calendar year 1936. 


Planning for Tax Economy 


By WILLIAM H. CROW, LL. B. 
Member New York Bar 


and 
U. S. GREENE, C.P.A, 
of the States of New York, Indiana and North Carolina 

Includes tax saving plans under the Revenue Act of 1936. Under 
Regulations 94 not only must dividends be declared in order to 
be available credits for surtax purposes, but they must actually 
be received by stockholders during the taxable period. Divi- 
dends paid in property other than cash, when the fair value at 
time of distribution is greater than cost, should be handled in a 
very different manner than when the value is less than cost. 

It is not only important to be sure to take advantage of maxi- 
mum legal deductions; but it is equally important to avoid ex- 
cessive deductions which can result in disastrous additional 
assessments of surtax on undistributed income. 


Waldrep—Tilson, Inc., 
Suite 904—565 Fifth Ave., 
New York, N. Y. 


___ Without cost or obligation you may forward a copy of PLANNING FOR TAX 
ECONOMY by Crow and Greene. Cost, if we keep it, $7.50 (plus few cents delivery 
charge); otherwise we may return it within five days without further obligation. 
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securities, or an increase or decrease 
of more than 5 per cent. in the 
amount of any class of securities 
outstanding. 

5. Under certain circumstances, the 
granting by the registrant of op- 
tions to purchase any of its equity 
securities, or the extension or exer- 
cise of such options. 

6. A person’s becoming or ceasing to 
be a parent or subsidiary of the 
registrant. 

7. Substantial revaluations of the reg- 
istrant’s assets. 

8. Substantial withdrawals or substitu- 
tions of property securing any regis- 
tered securities. 


No reports of this type are called 
for unless at least one of the above 
events occurs and has not already been 
reported to the Commission in a regis- 
tration statement or an annual report 
under the Securities Exchange Act of 
1934. This form does not call for the 
filing of interim financial statements. 

In any of the above events has al- 
ready occurred since the close of the 
fiscal year covered by the registrant’s 
first annual report (or in the case of 
an issuer which had no securities reg- 
istered on December 31, 1935, if any 
such event has occurred since the date 
on which registration of any of its se- 
curities first became effective) and has 
not been previously reported, such 
event, as well as any other of the speci- 
fied events which may occur on or be- 
fore December 31, 1936, must be re- 
ported on this form, 8-K, on or before 
January 10, 1937. Thereafter, a cur- 
rent report is to be filed within ten 
days after the close of any calendar 
month in which one or more of the 
events occurred. A single report may 
be filed with respect to all events oc- 
curring in any one month. No report 
need be filed for any month during 
which none of the enumerated events 
occurred. 

The Committee on Stock List, of 
the New York Stock Exchange, sends 
out word that, although item 11 of the 
instructions issued by the Securities 

(Please turn to page 348) 
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Social Security Record Systems 


POSTINDEX IS FAST—ACCURATE— 
CONVENIENT—ALL IN ONE PLACE 


With Postindex, you can submit complete personnel history and employment records— 
all in one place, accumulated by individual to date. A request from you will bring sam- 
ples of the Postindex Master Form and Weekly Record by mail for inspection at your 


convenience. No obligation. 


Postindex Flat Books and Cabinets will give you a compact 
“Social Security” record system for any number‘ of em- 
ployees. Tell us the number employed and let us submit 
complete details. 


Each Postindex form is held in place by a spring steel wire. The per- 
manent and accurate visibility of each record is assured by the metal 
“trunnion.” 


Absolute alphabetical or numerical sequence is maintained with 
speed and with- 
out the trans- 
position of any 
active record by 
the simple meth- 
od of “snapping” 
into place the 
new or addi- 
tional record. 





Speed, flexibility Postindex Flat Book—Model 5 

and ease of handling make Postindex the ideal medium for 
keeping your vital business records “alive” and up to date. 
The varied assortment of styles, the adaptability of Postindex 
are without equal. The Postindex representative will be glad 
to demonstrate these and many other time saving features of 


Postindex Visible Equipment. 


e OTHER POSTINDEX EQUIPMENT e 


Ask for complete catalog 





Postindex Swinging Panel Files 





Postindex Rapid Stacks : Model 3 
Model 1 Pestindes Drawer Cabinets A compact, efficient reference file that oc- 
The fastest posting visible index file Model id : cupies little space. They afford more refer- 
on the market. Left hand does all Postindex Drawer Cabinets are made with ences in less space, greater speed in opera- 
the handling, leaving right hand 6-7-12-13-19 or 20 draws to the cabinet. Visi- tion, instantaneous rearrangement of forms, 
free for posting. Panels may be bility */,, inch or 14 inch. They are made for easily changed panels at the lowest cost per 
lifted out and replaced instantly. forms 5 x 3, 6 x 4, 8 x 5, 10 x 6 and 12 x 6. thousand names in visible filing. 


Postindex Division, ART METAL CONSTRUCTION COMPANY, Jamestown, Ne i 


. . - Postindex Visible Files. . « 
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Form 8-K Prescribed 
(Continued from page 346) 
and Exchange Commission provides 
that one copy of the report should be 
filed with the exchange upon which 
the securities are registered, and three 
copies with the Commission, the New 
York Stock Exchange will need three 
copies of this for its own records and 
for the inspection of the public as 
provided by orders of the commission. 
It asks, therefore, that corporations af- 


fected send to the Exchange three 
copies, whenever such forms are filed 
with the Commission. Only one of 
these copies need be executed. 


HOW TO EVALUATE FINANCIAL 

STATEMENTS. By Alexander Wall. 

Harper & Bros., New York City. 319 pages. 
$4.00. 

This is a practical book on a technical 
subject by a nationally known banker-ana- 
lyst, now secretary-treasurer of Robert Mor- 
ris Associates and a special lecturer at the 





Mr. Controller: 


Social Security Act? 


by addressing 


Are you interested in knowing what the average 
cost per clerk should be, based on the experience 
of others, in relation to your rent and overhead ? 

Are you interested in knowing whether the price 
you are paying for the volume of papers handled 
in your filing department is reasonable or not? 

Are you interested in the necessary payroll and 


employee history records for operation under the 


Are you interested in knowing whether you 
have properly insured the important and neces- 


sary business records of your Company? 


You can secure answers to the above and many 


other questions, without obligations on your part, 


SHAW-WALKER 








MUSKEGON, MICHIGAN 


Dealers and Branches in all Principal Cities 
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Wharton School of the University of Penn- 
sylvania. The first half of the book explains 
in detail various methods of credit-state- 
ment analysis which have actually worked in 
ordinary every-day routine. The second half 
illustrates the application of these methods 
to fifteen border-line cases drawn from ac- 
tual experience. 

Credit analysis began with the casual 
reading of financial statements, as of a news- 
paper. Then came the entry and comparison 
of parallel statements on a columnar sheet 
and the segregation of current from non- 
current items. The “excess quick” was first 
computed as an amount but later developed 
into the current ratio. This grew to be 
worshiped as a supreme _all-illuminating 
test. 

Dissatisfaction with such over-simplifica- 
tion led the author to develop an “index of 
related proportions,’ which he uses in 
checking the trend for an individual com- 
pany against the trend for the industry. 
This index is built up with seven ratios, 
each expressed as a percentage, to a com- 
posit percentage, which is the weighted av- 
erage of the seven. These seven ratios and 
the weights assigned to each are as follows: 
(1) current assets to current liabilities, 25 
per cent., (2) net worth to non-current as- 
sets, 15 per cent., (3) net worth to total 
debt, 25 per cent., (4) sales to receivables, 
10 per cent., (5) sales to merchandise in- 
ventories, 10 per cent., (6) sales to non- 
current assets, 10 per cent., and (7) sales 
to net worth, 5 per cent. Two additional 
ratios, (8) profits to net worth and (9) 
profits to sales, are used separately because 
sometimes positive and sometimes negative. 
A tenth, merchandise to receivables, is also 
watched but it should sometimes be high 
and sometimes low, according to the phase 
of the business cycle. 

The author believes also in translating all 
of the principal figures into percentages of 
the total assets, thus producing what he calls 
common-size statements, which can be com- 
pared with similar statements for other con- 
cerns and with the trade common-size state- 
ments issued yearly to members by the 
Robert Morris Associates. The use of these 
trade statements as backgrounds of sugges- 
tive measurement has made possible the 
correction of adverse trends in time to fore- 
stall many failures. 

Reviewed by E. STEWART FREEMAN, 

Dennison Manufacturing Co. 


New York 
The New York City Control met Novem- 
ber 19, and was addressed by Mr. Henry P. 
Seidemann, on “The Technique of the Fed- 
eral Old Age Benefits Program.’ There 
were 160 members in attendance. Mr. Seide- 
mann’s address, and the discussion which 
followed, are reproduced in full in this 

issue of THE CONTROLLER. 


Preserve your 1936 copies of THE CON- 
TROLLER, in a loose leaf binder. Ask for in- 
formation as to cost. 
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Now Ready—RosBeERT H. MONTGOMERY’S new 
enn 
lains 
state- * 
“ Tax Handbooks for 1936-37: 
half 
hods 
a ac- 
FEDERAL INCOME TAX HANDBOOK 
asual re 4 ‘ 
a corporate and individual income taxes; excess profits tax; capital stock 
ison tax; tax on undistributed earnings of corporations; “windfall” tax; and 
sheet 
po Federal Taxes on ESTATES, TRUSTS and GIFTS 
oped prepared in collaboration with Roswell Magill of the New York Bar 
» be 
ting , 
ERE is trustworthy help to use now and through the year on 
fica the unprecedented tax problems and conditions you face to- I 7th of the famous 
x of day for your company, your clients, or yourself. Montgomery Tax Handbooks 
in In the Revenue Act of 1936, as you know, you have not The only tax guide that gives you all these 
‘om- merely a new income tax, but new and untried tax principles to features— 
stry. which to adjust your tax work. It is more important than ever Legal and Accounting viewpoints com- 
tios, for taxpayers to consider options which they are permitted; and bined pages Aig apeet conan and 
om- to exerci i i i : ° counsel on your problems under each tax— 
ind exercise the option in any particular transaction or accounting Specific recommendations of procedure— 
el method which results in the minimum tax. Trustworthy interpretation of new or doubt- 
ns ; As never before, your important opportunities to make tax ful provisions. 
95 savings lie in your handling of unsettled or doubtful points ; in your 
ey use of judgment where there are alternative courses. eee The Work of an 
otal Montgomery's new Tax Handbooks help you take the initiative O sis tail 
les, confidently in all tax matters involving policy and planning; to take utstanding Authority 
in- long range viewpoint in selecting and applying right procedure. Robert H. Montgomery is eminently qualified 
on- to offer counsel of the type these Handbooks represent. 
ales I ‘ Ae a He stands as one of America’s highest authorities. 
nal nterpretation, Not Mere Compilation He is a Certified Public Accountant; Counsellor- 
(9) In these books, you get the short, decisive final advice and recommenda- at-Law ; member of the firm of Lybrand, Ross Bros. & 
use tions to which the reams of cases, decisions and rulings actually reduce. Montgomery ; author of Auditing, Federal Tax Prac- 
: tice, Income Tax Procedure, 1917-1929, and the 
ive. A single, short paragraph may be the result of days of careful research, of Federal Tax Handbooks, 1932-37. 
Iso condensing and revising whole pages of findings. And back of that are —with a staff of Legal and 
igh organized analysis and experience accumulated over years. These famous Ac ting S oh 
ile books are unique in the definite conclusions and outspoken counsel they offer. SE ee 
You see what to do now and the year through. 
all _— $ The things that count in tax work are all 
ages in these Handbooks, brought t fi tips 
f [50 e oks, brought to your fingertip 10 1 
ate by arrangement and indexing that make them outstanding among tax pub- $ pa® 1200 Pree 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 


New Members Elected 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held November 13, 1936, the applicants 
named below were elected to active mem- 
bership in The Institute: 


EvereTT L. Amis 
Dyersburg Cotton Products, Inc., Dyers- 
burg, Tennessee. 

DwIGHT B. BILLINGS 
Pacific Mills, Boston. 

FreD H. BROWN 
Macco Construction Company, 
ter, California. 

RoBert M. CHAN 
Magnolia Petroleum Company, Dallas, 
Texas. 

N. E. GAUTHIER 
The Ferro Machine & Foundry Company, 
Cleveland. 

Louis E. HANSON 
Socony-Vacuum Oil Company, Inc., New 
York City. 

WALTER F. KAPLAN 
The Emporium, San Francisco. 

V. R. KOENIG 
Mississippi Line Company, Alton, IIli- 
nois. 

CLARENCE M. LEEDS 
The Standard Bleachery & Printing Com- 
pany, Carlton Hill, New Jersey. 

WALTER A. MOGENSEN 
Cord Corporation, Chicago. 

JOHN A. OWEN 
Pratt-Low Preserving Company, Santa 
Clara, California. 

CHARLES A. PACKARD 
Worthington Pump and Machinery Cor- 
poration, Harrison, New Jersey. 

FrANcIs W. RAUHE 
American Chicle Company, Long Island 
City, New York. 

R. P. SCHWALBACH 
Wadhams Oil 
Wisconsin. 

K. F. THOMAS 
The National Refining Company, Cleve- 
land. 

THOMAS J. TOBIN 
Erie Railroad Company, Cleveland. 

JosEPH F. WEEKS 
Kings County Lighting Company, Brook- 
lyn, New York. 


Clearwa- 


Company, Milwaukee, 


Cleveland 

The Cleveland Control met November 
10 at Hotel Cleveland. President J. J. 
Anzalone introduced Mr. Paul J. Urquhart, 
president of THE CONTROLLERS INSTITUTE 
OF AMERICA and Mr. Urquhart spoke 
briefly with respect to the activities of The 
Institute, and what it means to its members. 

Mr. J. P. Carpenter was elected Assistant 
Secretary of the Control. 

The subject for discussion was “The 
Social Security Act.’ The discussion was 
led by Mr. A. G. Geisheimer, who out- 
lined the provisions of the act briefly. The 
question was raised during the discussion 
as to whether registrations under the old 


age benefits plan were to be made from each 
unit of an employer or from a central 
office. At that time no official ruling could 
be pointed to. The registration phase of 
the Social Security Act was the principal 
subject of discussion, and the difficulties to 
be overcome were freely discussed. 


San Francisco 

The San Francisco Control met Novem- 
ber 19 at the Olympic Club and was ad- 
dressed by Mr. Richard M. Neustadt, 
regional director of the Federal Social Se- 
curity Board. Mr. Neustadt in his address 
covered the procedures of the Federal social 
security program from many angles and at 
the conclusion of his address answered 
numerous questions propounded by mem- 
bers of the audience. 


Pittsburgh 

The Pittsburgh Control was invited to 
hold a joint meeting with the Pittsburgh 
chapter of the National Association of Cost 
Accountants, on November 18. The invi- 
tation was accepted, and this gathering took 
the place of the regular meeting, which 
would have been held November 23. 


St. Louis 

The St. Louis Control held its Novem- 
ber meeting in conjunction with the St. 
Louis chapter of the National Association 
of Cost Accountants, on November 17, at 
the Coronado Hotel. The subject was, 
“Importance of the Cost of Production and 
Distribution under the Robinson-Patman 
Ac 

Mr. L. G. Rowe, controller of Emerson 
Electric Company, who is president of the 
St. Louis Control, and Mr. Abraham Lowen- 
haupt, of Lowenhaupt & Waite, attorneys, 
were the speakers. 





WHO ARE ELIGIBLE | 
TO MEMBERSHIP 


Membership in The Controllers 
Institute of America is open to: 


| (1) Controllers of sizeable companies. 


(2) In case there is no one with the 
title controller or (comptroller), | 
| the person, no matter what his 
title, who performs the commonly 
accepted duties and carries the 
usual responsibilities of a con- 
troller. 
Assistant controllers of large com- 
panies, when sponsored by their 
chiefs. These men must be carry- 
ing some executive responsibili- 
ties. This class does not include 
chief accountants and auditors. 


~ 


| (3 


Inquiry is made to ascertain to 
whom the applicant is responsible, 
| to whom he reports; and as to 
| his ranking in the official corpo- 
rate family; likewise as to the ex- 
act duties performed by the ap- 
plicant, and the responsibilities | 
which he carries. The purpose of 
|these inquiries is to determine 
| whether the applicant is of con- 
trollership grade and standing. 











President Urquhart Visits Five Controls 


Mr. Paul J. Urquhart of the Aluminum 
Company of America, who is president of 
THE CONTROLLERS INSTITUTE OF AMERICA, 
made a tour of five of the eleven Controls 
in the family of The Institute during No- 
vember, paying official visits in Cincinnati, 
Cleveland, Detroit, Philadelphia and New 
England (Boston). 

Mr. Urquhart was the guest of the 
Cincinnati Control on Monday, November 
9. He took part in the evening’s discussion, 
and in an informal way spoke of The In- 
stitute and what it stands for. 

In Cleveland on November 10, Mr. 
Urquhart made the acquaintance of the 
members of that Control and took part in 
the evening’s program. 

On November 11, he was the guest of 
the Detroit Control and again spoke briefly 
concerning the activities and work of The 
Institute, and the benefits of membership. 
He also participated in the evening’s dis- 
cussion of a technical subject. 

On Monday, November 23, Mr. Urquhart 
attended the monthly meeting of the Phil- 


adelphia Control at the Penn Athletic 
Club, and spoke in detail of the work, 
program and ideals of The Institute. He 
then listened to a discussion of the provi- 
sions of the social security program of the 
Federal government. He afterward par- 
ticipated in the discussion of the many 
problems raised by the program to regis- 
ter employees and employers. 

On Tuesday, November 24, President 
Urquhart was the guest of the New Eng- 
land Control at a meeting held at the 
University Club, Boston. This meeting was 
devoted to a discussion of both the Federal 
and state unemployment acts and the Fed- 
eral old-age benefit program. Mr. Urquhart 
spoke briefly both with respect to The 
Institute, and its work, and with respect to 
the evening’s subject for study. 

President Urquhart plans to visit the 
New York City, Chicago, and St. Louis 
Controls within the next two or three 
months, and may also go to the Pacific 
Coast to visit the San Francisco and Los 
Angeles Controls. 
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Philadel phia 

“The Federal Social Security Act’’ was 
the subject for discussion at a meeting of 
the Philadelphia Control held November 
23, at the Penn Athletic Club. Mr. Charles 
M. Taylor, assistant secretary of the Provi- 
dent Mutual Life Insurance Company, of 
Philadelphia, was the speaker. President 
Earl D. Page was in charge of the meeting. 

Mr. Paul J. Urquhart, president of The 
Controllers Institute of America, paid an 
official visit to the Control at this meet- 
ing, and took part in the discussion. The 
managing director of The Institute, Mr. 
Arthur R. Tucker, also was in attendance. 

Mr. Taylor, the speaker of the evening, 
is past president of the Provident Em- 
ployees’ Association (athletic and social 
organization), past chairman of the Exami- 
nation Committee of the Life Office Man- 
agement Association (combined educational 
organization of life insurance companies), 
Director of Graduate Study of the Life 
Office Management Association, and a mem- 
ber of the Committee of Old Age Benefits, 
of the Philadelphia Personnel Association. 

The meeting was largely attended, and 
the address was followed by a lively dis- 
cussion. 


New England 

The New England Control held _ its 
monthly meeting November 24, at the Uni- 
versity Club, Boston, the date having been 
set back one week so that the president of 
The Controllers Institute of America, Mr. 
Paul J. Urquhart, might be present. Mr. 
Urquhart spoke informally during the dis- 
cussion period, extending the greetings of 
the national organization to the New Eng- 
land Control, and congratulating its mem- 
bers on the progress they have made. 

The subject of discussion was: ‘Require- 
ments of the Social Security and Massachu- 
setts Unemployment Laws for 1937.” This 
was entirely a discussion meeting, in which 
all present took part, this type of program 
having been arranged in the hope that the 
judgment of those present might be crys- 
tallized and form the basis for practical 
payroll and accounting department pro- 
cedure. This result was achieved. 

President Harold M. Lawson presided. 


Chicago 

“The Why of the Selling Viewpoint’ was 
discussed at a meeting of the Chicago Con- 
trol, November 24 by Mr. Homer J. Buck- 
ley, President of Buckley, Dement and 
Company, a large direct mail advertising 
company. 

Mr. Buckley is the founder and twice was 
president of the Direct Mail Advertising 
Association; president of the Council of 
Public Mail Users; director of the Illinois 
Manufacturers Association; staff lecturer 
Cleveland Advertising School; staff lec- 
turer Notre Dame University; director, pub- 
licity 1933 World’s Fair; author, ‘The 
Science of Marketing by Mail,” published 
by B. C. Forbes. 

The meeting was attended by sixty mem- 
bers and guests and the address and the dis- 
cussion that followed were thoroughly en- 
joyed and proved to be valuable as well as 
interesting. 


The Controller, December, 1936 
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DUTIES OF A CONTROLLER 


| As Defined by Controllers Institute of America 


(Note: Few controllers perform, or are responsible for, all of the duties listed 


here. In determining eligibility of applicants for membership, The Institute inquires 
as to which of the duties listed the applicant performs, or for which he is responsible, 
through assistants. ) 


i. 
ys 


SIA WR Ww 


io) 


52. 


14. 
15. 


16. 


The installation and supervision of all accounting records of the corporation. 
The preparation and interpretation of the financial statements and reports of 
the corporation. 


. The continuous audit of all accounts and records of the corporation wherever 


located. 


. The compilation of production costs. 
. The compilation of costs of distribution. 


. The taking and costing of all physical inventories. 
. The preparation and filing of tax returns and the supervision of all matters 


relating to taxes. 


. The preparation and interpretation of all statistical records and reports of the 


corporation. 


. The preparation, as budget director, in conjunction with other officers and 


department heads, of an annual budget covering all activities of the corpora- 
tion, for submission to the Board of Directors prior to the beginning of the 
fiscal year. The authority of the controller, with respect to the veto of com- 
mitments or expenditures not authorized by the budget, shall, from time to 
time, be fixed by the Board of Directors. 


. The ascertainment currently that the properties of the corporation are prop- 


erly and adequately insured. 


. The initiation, preparation and issuance of standard practices relating to all 


accounting matters and procedures and the co-ordination of systems through- 
out the corporation, including clerical and office methods, records, reports and 


procedures. 


. The maintenance of adequate records of authorized appropriations and the 


determination that all sums expended pursuant thereto are properly accounted 
for. 

The ascertainment currently that financial transactions covered by minutes of 
the Board of Directors and/or the Executive Committee are properly executed 
and recorded. 

The maintenance of adequate records of all contracts and leases. 

The approval for payment (and/or countersigning) all checks, promissory 
notes and other negotiable instruments of the corporation which have been 
signed by the Treasurer or such other officers as shall have been authorized 
by the by-laws of the corporation or from time to time designated by the 
Board of Directors. 

The examination of all warrants for the withdrawal of securities from the 
vaults of the corporation and the determination that such withdrawals are 
made in conformity with the by-laws and/or regulations established from time 
to time by the Board of Directors. 


. The preparation or approval of the regulations or standard practices required 


to assure compliance with orders or regulations issued by duly constituted 
governmental agencies. 


This list of duties is recommended primarily for use by manufacturing 


com panies. 


A short form of by-law for a corporation, defining the duties of a controller, 


which The Controllers Institute of America recommends for adoption, reads, 


The duties of the controller shall be to maintain adequate records of all 


assets, liabilities, and transactions of this corporation; to see that adequate 
audits thereof are currently and regularly made; and, in conjunction with 
other officers and department heads, to initiate and enforce measures and 
procedures whereby the business of this corporation shall be conducted with 
the maximum safety, efficiency, and economy. He shall attend all meetings 
of the Board of Directors and of the Executive Committee and he shall re- 
port to the President and/or the Board of Directors as said Board of Direc- 
tors may prescribe. His duties and powers shall extend to all subsidiary 
corporations and, so far as the president may deem practicable, to all affiliated 
corporations. 























Index—1936 





The following index of articles and other material which have been 
presented in the columns of THE CONTROLLER in the twelve issues 
published during 1936, is presented with the thought that it will 
facilitate reference and make the material quickly available for study. 


A. 


“Accounting Treatment of Social Security 
Taxes” 
Paper—W. C. Blunk 
“Additional Securities, Form for Reg‘sterine”’ 
“Air Passenger Lines, Use of, Expedites Ac- 
counting and Fiscal Procedures’’ 
Paper—Edgar S. Gorrell 
Aldrich, Laurence W. 
Paper—‘‘Reports to Stockholders, Writ- 
ing of, an Art” 


B. 


Benson, Alan G. 
Article—“A Tribute to the Founder 
of The Institute, Arthur R. 
Tucker”’ 
Blunk, W. C. 
Paper—‘‘Accounting Treatment of So- 
cial Security Taxes” 
“Book Closing and Report Issuing Dates Stud- 
ied by Controller”’ 
Article, by James J. Mischler 
Books Reviewed 
“Accounting for Plant and Equipment”’ 
Report issued by Policyholders Serv- 
ice Bureau, Metropolitan Life Insur- 
ance Company 
“Bookkeepers’ Handy Guide” 
Published by Ronald Press 
“Current Tax Review—December, 1935” 
by Joseph J. Wechsler, C. P. A. 
“A Directory of Organizations in the Field 
of Public Administration” 
published by Public Administration 
Clearing House 
“The Economics of Open Price Systems” 
by Leverett S. Lyon and Victor 
Abramson 
“Examination of Financial Statements by 
Independent Public Accountants” 
by Special Committee, American In- 
stitute of Accountants 
“Executives Service Bulletin. December, 
1933" 
published by Metropolitan Life In- 
surance Company 
“Executives Service Bulletin, June, 1936” 
published by Metropolitan Life In- 
surance Company 
“Expenses and Profits of Food Chains in 
1934” 
by Carl N. Schmalz 
“Federal Income Tax Handbook, 
1936” 
by Robert H. Montgomery 
“Federal Taxes on Estates, Trusts and Gifts 
1935-1936” 
by Robert H. Montgomery 
“Financial Mathematics” 
by A. W. Richeson 
“The General Theory of Employment, In- 
terest, and Money” 
by John Maynard Keynes 
“Introduction to Federal Taxation’’ 
by George T. Altman, C. P. A. 
“Minimum Prices under the NRA” 
by Herbert F. Taggart, University of 
Michigan, School of Business Ad- 
ministration 


1935- 


—THE EpIiror. 
ISSUE PAGE 
May 111 
April 98 
December 340 
March 53 
September 221 
May 211 
November 311 
February 45 
June 148 
January 23 
August 188 
August 188 
March 68 
July 171 
September 254 
January 22 
January 23 
September 254 
June 148 
May 125 
July 170 


“Money” 
by Edwin W. Kemmerer, Professor 
of International Finance, Princeton 
University 
“Municipal Finance Legislation” 
by Irving Tenner 
“The Nature of Dividends” 
by Gabriel A. D. Preinreich, Ph.D., 
A 


CoPA, 
“New York Laws Affecting Business Cor- 
poration” 
published by United States Corpora- 
tion Company 
“Planning for Tax Economy” 
by W. H. Crow and U. S. Greene 
“Stabilized Accounting” 
by Henry Whitcomb Sweeney 
“A Study of the Industrial Disputes Inves- 
tigation Act of Canada” 
by B. M. Selekman 
Bowers, Glenn A. 
Address—"Unemployment Insurance, 
Fine Points of Administra- 
tion of New York Law.” 
Brett, Francis J. 

Paper—‘‘Utility Company Accounting 
Problems May Become Those 
of All Industries” 

“Budgeting” 
Paper, by Henry D. Minich 
“Budget of Furniture Manufacturing Com- 
pany, Operation of” 
Report, by H. C. Perry 


oe 
Camman, Eric A. 
Paper—'‘Five Factors Which Make Sel- 
lers Liable Under Patman Act” 
“Carriers Taxing Act—Regulations” 
Chinlund, Edwin F. 
Article—"‘ ‘Translation’ of Foreign Cur- 
rencies Suggested as Proper 
Term” 


“Consolidated Reports Now Asked for by In- 
terstate Commerce Commission” 
“Controllers Institute, Record of Founding and 
Progress” 
Article, by Arthur R. Tucker 
“Contracts, ‘Hold Harmless’ Clauses in, Con- 
stitute Dangerous Practice” 
Risk Research Institute Brochure 
“Controller Described as Technician in New 
Science” 
Address, by Paul J. Urquhart 
“Controls, Officers and Directors of” 


Cooper, Walter A. 
Paper—'‘Federal Tax Laws, Changes 
and Important Recent Rul- 


ings” 


“Corporate Trusteeships Criticized by Secu- 


rities Commission” 
Article, by B. G. Smith 


D: 
Davis, A. G. 
Address—‘‘Security Frauds” 
“Dividend Declarations, Controller Asks for 
Test of Law Taxing” 
“Doing Business, Deciding Factors in” 
Paper, by Alfred G. Mueller 
“Dual Capacities of Controller and Auditor— 
Commission’s Views” 


Article, by Arthur R. Tucker 
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Durkee, Rodney S. 
Report on Growth and Activities of In- 
stitute 
Address—‘‘Retiring President Appraises 
Institute’s Future” 


EB 


“Earnings Statements—Exchange’s Recom- 
mendations” 

“Effect on Income Tax of Capitalizing Social 
Security Tax” 


Article, by R. G. Weigand 
Evans, Edwin D. 

Paper—‘Taxes Under New Act May Be 
Two and One Half Times 
Larger than Before” 

F. 
“Federal Revenue Act of 1936, New Pro- 
visions in” 

Article, by U. S. Greene, C. P. A. 

“Federal Social Security Regulations, Prompt 
Study To Be Made of” 

“Federal Tax Laws, Changes and Important 

Recent Rulings” 
Paper, by Walter A. Cooper 

“Federal Works Project, Can Census of Busi- 
ness Compel Replies?” 

Fernald, Henry B., C. P. A. 

Paper—'‘‘Undistributed Earnings, What 
Tax on Would Mean to Cor- 
porations”’ 

“Fifth Anniversary Meeting Voted a Most Suc- 
cessful Affair” 
Folsom, M. B. 

Paper—"A Practical Man’s Views Con- 
cerning Working of Social Se- 
curity” 

“Foreign Currencies, ‘Translation’ 
gested as Proper Term” 

Article, by Edwin F. Chinlund 

G. 


of Sug- 


Gorrell, Edgar S. 

Paper—“Use of Air Passenger Lines 
Expedites Accounting and Fis- 
cal Procedures” 

Greene, U. S., C. P. A. 
Article—“‘New Provisions in Federal 
Revenue Act of 1936” 
Article—“Problems Arising from Un- 
distributed October Earnings 
Tax Not Unsolvable” 
“Growth and Activities of Institute, President 
Durkee Reports on” 


“Inflation Situation Can Be Met if Federal 
Reserve Board Acts” 
Address, by Dr. Charles S. Tippetts 
“The Institute, After Five Years” 
Article, by Arthur R. Tucker 
“Institute’s Objectives, Members Have Definite 
Opinions as to” 
J. 
Jordan, Dr. Virgil 
Address—‘‘Rising Prosperity Not To Be 
Greatly Influenced by Elec- 
tion Results” 


Leask, Samuel, Jr. 

Address—““Unemployment Insurance, 
California Law a Compro- 
mise Act” 

Little, William R. 

Article—‘Newspaper Controllership 
Functions Show Wide Varia- 
tions” 
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‘Managed Currency, or Return to Gold Stand- 
ard, Two Courses Open’”’ 

Address, by Dr. Walter E. Spahr 

‘Mathematical Formulae for Profitable Con- 
trol of Business” 

Article, by Henry D. Minich 

Meech, Dr. Stuart P. 

Address—‘‘Social Security—Views of 

Controllers” 
Mills, Edward V. 

Article—"‘Office Layout, Correction of, 
Effected Savings for Insurance 
Company” 

Minich, Henry D. 

Paper—'‘Budgeting”’ 

Article—‘‘Mathematical Formulae for 
Profitable Control of Busi- 
ness” 

Mischler, James J. 

Article—“Book Closing and Report Is- 
suing Dates Studied by Con- 
troller” 

Mueller, Alfred G. 
Paper— ‘Deciding Factors in Qualifying 
To Do Business in Various 
States” 


N 


‘Natural Business Year Plea Renewed by Pub- 
lic Accountants” 
“New Guide Clarifies Current Practices for 
Public Accountants” 
Article, by Arthur R. Tucker 
‘‘New Members Elected in One Year—207” 
“Newspaper Controllership Functions Show 
Wide Variations” 
Article, by A. S. Van Benthuysen and 
William R. Little 
“No-Par Stock—Experience of Controllers Re- 
quested as to Issuance’ 


O 


“Office Layout, Correction of Effected Savings 
for Insurance Company” 
Article, by Edward V. Mills 
“Oregon Unemployment Commission, Termina- 
tion Report Form Adopted by” 
Article, by Arthur R. Tucker 


FP 


“Patman Act, Five Factors Which Make Sellers 
Liable Under’ 
Paper—Eric A. Camman, C. P. A. 
Perry, H. C. 

Report—"'Budget of Furniture Manu- 
facturing Company, Opera- 
tion of” 

Pinkerton, Paul W. 

Address—“‘Trends in Published Finan- 
cial Statements Summarized 
for Controllers” 

“Public Service Commission’s Powers Limited 
in Prescribing Accounting Methods” 


R. 
“Reports to Stockholders, Writing of an Art” 
Paper—Laurence W. Aldrich 
“Retiring President Appraises Institute’s Fu- 
ture” 
Address—Rodney S. Durkee 
“Revenue Agents Given More Authority” 
“Rising Prosperity Not To Be Greatly Influ- 
enced by Election Results’ 
Address—Dr. Virgil Jordan 
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“Robinson-Patman Act, Efficiency and Greater 
Profits May Come from” 
Paper—Dr. Willard L. Thorp 


3: 
“Security Frauds” 
Address—A. G. Davis 
Seidemann, Henry P. 

Paper—'‘More than One Million Entries 

To Be Made by Social Security 
Board” 
Smith, B. G. 

Article—‘‘Corporate Trusteeships Crit- 
icized by Securities Commis- 
sion” 

Snelham, J. S. 

Article—'‘Code of Procedure of a Large 
Industrial for Unemployment 
Insurance” 

Article—‘‘Details of Procedure for Com- 
pliance with California Law” 

Article—‘Unemployment Tax Rate in 
Washington Depends on Re- 
serve Board’s Index”’ 

“Social Security, Analysis of Act Given by 
Chairman Winant” 

“Social Security, A Practical Man’s Views Con- 
cerning Working of” 

Paper—M. B. Folsom 

“Social Security—Views of Controllers’ 

Address—Dr. Stuart P. Meech 

“Social Security Act, Preliminary Rules and 
Definitions” 

“Social Security Board Answers 
Asked by Institute Member” 
“Social Security Board Chairman Replies to In- 

stitute’s Questions” 

Address—Honorable John G. Winant 


Question 


“Social Security Board, More than One Million 


Entries To Be Made by” 
Paper—Henry P. Seidemann 
“Social Security Taxes, Methods of Charging 
Discussed by Controllers” 
Article—Arthur R. Tucker 
Spahr, Dr. Walter E. 
Address—"‘Managed Currency, or Re- 
turn to Gold Standard, Two 
Courses Open”’ 


T 


“Taxes Under New Act May Be Two and One 
Half Times Larger than Before” 
Paper—Edwin D. Evans, C. P. A. 
Thorp, Dr. Willard L. 
Paper—‘‘Efficiency and Greater Profits 
May Come from Robinson-Pat- 
man Act” 
Tippetts, Dr. Charles S. 
Address—“‘Inflation Situation Can Be 
Met if Federal Reserve 
Board Acts” 
“Trends in Published Financial 
Summarized for Controllers” 
Address—Paul W. Pinkerton 
Tucker, Arthur R. 
Article—‘‘Dual Capacities of Controller 
and Auditor—Commission’s 
Views” 
Article—"“The _ Institute, 
Years” 
Article—‘‘New Guide Clarifies Current 
Practices for Public Account- 
ants” 
Article—““Oregon Unemployment Com- 
mission—Termination Report 
Adopted by”’ 


Statements 


After Five 


ISSUE 
October 


June 


December 


July 


July 


August 


September 


April 
October 


January 
March 
June 


April 


December 


April 


November 


October 


October 


May 


May 


May 


September 
April 


June 


Article—‘‘Record of Controllers Insti- 
tute’s Founding and Progress” 

Article—‘‘Social Security Taxes, Meth- 
ods of Charging Discussed 
by Controllers” 

Article—‘Year’s Work Exceptionally 
Productive, Annual Review 
Discloses”’ 


U. 

“Undistributed Earnings, How Tax on Will 
Appear in Accounts” 

“Undistributed Earnings, What Tax on Would 
Mean to Corporations” 

Paper—Henry B. Fernald, C. P. A. 

“Undistributed Earnings Tax, Additional 
Views as to Accounting for” 

“Undistributed Earnings Tax, Problems Aris- 
ing from Not Unsolvable” 

Article—U. S. Greene, C. P. A. 
“Unemployment Commission Assisted by San 
Francisco Controllers”’ 
“Unemployment Insurance, 
Compromise Act” 
Address—Samuel Leask, Jr. 

“Unemployment Insurance, Code of Procedure 
of Large Industrial’ 

Article—J. S. Snelham 

“Unemployment Insurance, Comparative Chart 
of More Important Features of Various 
State Laws” 

“Unemployment Insurance, Fine Points of Ad- 
ministration of New York Law’”’ 

Address—Glenn A. Bowers 

“Unemployment Insurance—First Forms and 
Instructions Under New York Act” 

“Unemployment Insurance Act, New Jersey 
May Have None” 

“Unemployment Insurance Laws, Code of Pro- 
cedure for Compliance with California 
Law”’ 

Article—J. S. Snelham 
“Unemployment Tax Rate in Washington De- 
pends on Reserve Board’s Index’”’ 
Article—J. S. Snelham 
“Unincorporated Issuers, Form for Reports of” 
Urquhart, Paul J. 
Address—"‘Controller Described as 
Technician in New Science” 

“Utility Company Accounting Problems May 

Become Those of All Industries’ 
Paper—Francis J. Brett 


California Law 


V. 
Van Benthuysen, A. S. 

Article—‘‘Newspaper Controllership 
Functions Show Wide Varia- 
tions” 

WV. 
Weigand, R. G. 

Article—"Effect on Income Tax of Cap- 

italizing Social Security Tax” 
Winant, Hon. John G. 

Address—"‘Social Security, Analysis of 
Act Given by Chairman 
Winant”’ 


Address—"‘Social Security Board Chair- - 


man Replies to Institute’s 
Questions” 
“Windfall Tax Returns, Last Day for Now 


December 15—Suit in Indiana” 
2 
“Year’s Work Exceptionally Productive, An- 


nual Review Discloses” 
Article—Arthur R. Tucker 


ISSUE 
September 


April 


September 


August 


June 


September 


October 


January 
March 


July 
June 
May 


January 
February 
August 


September 


April 
October 


November 


May 


April 


April 


November 


September 

















Casino Montclair 
Breakfasts from 30c 
Luncheon from 65c 
Dinner from $1.50 
Supper from. 75c 
Never a Cover Charge 


TWO ORCHESTRAS 
Dancing from Cock- 
tail time to closing. 


HOTEL MONTCLAIR 


Lexington Avenue at 49th Street 
NEW YORK CITY 


A Truly American Hotel with American Traditions 


“Monthly Meeting Place of the New York City Control” 


800 Rooms 


with baths, showers, 
radios 


Single from $3.00 
Double from 4.00 
Double, twin beds 4.50 
Suites from 5.00 


Rooms decorated in 
“shipshape’’ manner 
for the nautical 
minded. 











The History of Controllership 


As Exemplified by 


THE CONTROLLERS INSTITUTE OF AMERICA 
Characterized by One Controller as “one of the historic 


romances of our industrial economy.” 


Read it in the September number of 


The Controller 


The Official Publication of The Controllers Institute 


WHILE THEY LAST, 


One East Forty-second Street 


of America 


New York City 


50 CENTS A COPY 











Are You Prepared 


To Make Federal Social Security Reports 
Quickly and Easily? 





THE MeMILLAN PAYROLL 


and 
SOCIAL SECURITY TAX SYSTEMS 


are designed to conform to the latest Governmental and State 
regulations, and are arranged to make required reports quickly 


and easily. 


MAY WE HELP YOU? 


Sample Forms and Explanations gladly sent on request. 


McM SOCIAL SECURITY PAYROLL SYSTEMS are being 
used by many prominent concerns, either our Standard Systems 


or Special Designed Systems. Sold by Commercial Stationers in 











All the Larger Cities of the United States. 


Address Inquiries to 


McMILLAN BOOK COMPANY -: Syracuse, N. Y. 











